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Coca-Coia Co. v. BENNETT, ET AL. 
(238 Fed. Rep. 513) 


United States Circuit Court of Appeals 
Eighth Circuit, December 8, 1916 


1, Trape-Marks—License To Use. 

Where a manufacturer of a beverage, and of a syrup from which 
the beverage may be made, had registered a trade-mark for both 
products, and by contracts regulates the quality of the beverage made 
by retailers from the syrup, the manufacturer may restrain an un- 
licensed bottler, who has procured by indirect means, a supply of the 
syrup, from bottling and selling under the trade-mark, a beverage 
made therefrom. 

2. Unrarr Competition—UwnNavtuorizep Use or Mark. 

Where a manufacturer of a beverage sells it in bulk and also puts 
it up in bottles, the latter bearing a distinctive trade-mark, a purchaser 
of the article in bulk who bottles the same and affixes thereto the man- 
ufacturer’s distinctive trade-mark will be guilty of unfair competition. 

3. TrapE-Marks—Monopoty—Anti-Trust Act. 

Whether or not a system of exclusive contracts to bottle a beverage 
is valid under the Sherman Anti-Trust Act, the owner of a registered 
trade-mark covering the beverage and the syrup from which it can be 
made can restrain the sale of the beverage under the trade-mark, by one 
who bottles it without consent. 


On appeal from a decree dismissing the bill of complaint. 
Reversed and remanded. 


For the opinion of the lower court, see 5 T. M. Rep. 486. 


Frank F. Reed and Edward Rogers, both of Chicago, IIl. 
(Candler, Thompson & Hirsch, of Atlanta, Ga., Holmes, 
Yankey & Holmes, of Wichita, Kansas, Harold Hirsch, of 
Atlanta, Ga., and Charles G. Yankey, of Wichita, Kan., on 
the brief), for appellant. 


C. M. Williams, of Hutchinson, Kansas, for appellees. 
Before Sansorn, Apams and Car.anp, Circuit Judges. 


CarLanp, Circuit Judge: Appellant brought this action against 
appellees to restrain an alleged trade-mark infringement and unfair 
competition. The trial court, upon consideration of the pleadings 
and certain stipulated facts, dismissed the complaint for want of 
equity [5 T. M. Rep. 486]. The facts upon which appellant relies 


for relief are substantially as follows: 
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Appellant is a corporation of the state of Georgia, with its 
principal place of business at Atlanta, in said state. Appellees are 
copartners doing business under the firm name of Bennett Mineral 
& Distilled Water Company at Hutchinson, Kan. Appellant is the 
owner of the trade-mark “Coca-Cola” and the business of the man- 
ufacture and sale of two kinds of syrup in connection therewith. 
The trade-mark covers both the syrups and beverages made there- 
from. It was registered in the Patent Office of the United States 
January 31, 1893, and again October 31, 1905. The name “‘Coca- 
Cola” has been exclusively used by appellant and its predecessors, 
since on or about the year 1886, for the purpose of identifying the 
syrups manufactured by it and its predecessors as their own product, 
and to distinguish it from all other articles marketed and sold by 
others. The name “Coca-Cola” has been used by said appellant ex- 
clusively in connection with its product, by attaching and applying 
said name to all barrels, kegs, jugs, bottles, and other receptacles 
containing said product, and also by placing said name on labels 
in connection therewith. 

Great care, skill, and judgment have at all times been used by 
appellant and its predecessors in the manufacture of said product, 
Coca-Cola, in order to protect it from contamination and impurities, 
and in the barreling and putting up of said product, so that the 
product should reach the consumer in a clean and wholesome condi- 
tion, and great pains have also been taken by appellant that the 
bottles and other receptacles in which the product has been placed 
are free from dirt or objectionable matter, and great amounts of 
time and labor have been expended by appellant in marketing and 
selling its product under the name “Coca-Cola” throughout the 
United States and in foreign countries. Coca-Cola is universally 
known, and large sums have been expended in advertising said 
product. The product Coca-Cola is received by the consuming 
public in two ways—over the soda fountain, and in bottles. The 
syrup as such is not consumed by the public. At the soda fountain 
it is mixed with carbonated water, and in bottles it is similarly 


mixed. 
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Appellant does not bottle its bottling product itself, but its 
entire bottling product is sold under contract to two Tennessee cor- 
porations, viz.: Coca-Cola Bottling Company and The Coca-Cola 
Bottling Company, which in turn have given the privilege under 
contract to certain other corporations and individuals to bottle the 
syrup made for bottling purposes and to use in connection therewith 
the trade-mark “Coca-Cola.” Among the corporations having the 
privilege of bottling is the Western Coca-Cola Bottling Company. 
Any person or corporation receiving authority by contract to bottle 
and sell bottled Coca-Cola in a prescribed territory agrees to bottle 
the same in the following manner: 

To prepare and put in bottles using a crown stopper thereon, a 
mixture of Coca-Cola syrup and of water charged with carbonic 
acid gas under pressure of not less than one atmosphere, said Coca- 
Cola syrup and said water in said mixture to be used in proportions 
of not less than one ounce of Coca-Cola syrup to each seven or eight 
ounce bottle of carbonated water, making thereof a carbonated drink 
of the strength stated. Said person or corporations also agree not 
to add any compound, syrup, color, flavoring matter, acid, headings, 
sugar, or other sweetener, or any other preservative of any name 
or nature, or any other substance or ingredient whatsover, or any 
water, other than pure carbonated water, commonly called soda 
water, to the syrup furnished by the plaintiff or to the water used 
for carbonating, and also agree not to use for said Coca-Cola syrup 
any substitute whatever, or to make any other drink and sell same 
under the name Coca-Cola. 

Coca-Cola Bottling Company and The Coca-Cola Bottling 
Company of Tennessee take the entire output of the product of the 
appellant manufactured for bottling purposes. No other person, 
firm, or corporation buys or can buy the same from the appellant. 
The appellant is in no way directly or indirectly interested in the 
two Coca-Cola Bottling Companies, above described, or interested in 
any of their profits; but the contract between them provides that 
appellant shall retain control over its trade-mark and have the right 
of inspection and supervision, for the purpose of securing the bot- 


tling of its product according to contract as hereinbefore stated. 
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The two bottling companies, with the consent of appellant, have 
divided the territory described in the contract between them, and 
said companies have entered into contracts with other companies, 
by which contracts local bottling companies are given the exclusive 
right within certain restricted territory to bottle and sell the bottled 
product, Coca-Cola. 

The Western Coca-Cola Company, organized under the laws of 
the state of Illinois, is one of these companies. Its territory em- 
braces several states, including Kansas. The bottling companies do 
not enter into a contract with more than one person, firm, or cor- 
poration in the territory allotted to any local bottler. The contracts 
between the two Coca-Cola Bottling Companies, sometimes referred 
to as the parent companies, and the various local bottling companies, 
are always approved and consented to by the appellant. The ap- 
pellant has no financial interest in the local bottling plants. The 
appellant sells its bottling product to the parent bottling companies 
above described, and will not accept any order for said product, 
except from these two bottling companies, and no other person, firm, 
or corporation can buy Coca-Cola syrup from appellant for bottling 
purposes than the companies above described. The local bottling 
companies are supplied direct from the factories of the parent bot- 
tling companies, but the order comes to the appellant through the 
parent bottling companies, and these bottling companies pay ap- 
pellant for the bottled product so distributed to the local bottling 
plants. The shipments of bottling syrup are made both in inter- 
state and intrastate commerce, aggregating a large volume of 
business. 

The defendants are using the trade-mark “Coca-Cola” on a 
bottled product without the authority or permission of appellant. 
The product so bottled by defendants is the Coca-Cola syrup as 
manufactured by appellant for bottling purposes, bought by the 
defendants partly from the Western Coca-Cola Bottling Company 
and partly from vendees of appellant and in the open market. The 
said Coca-Cola syrup is mixed by defendants with carbonated water 
and sold as a beverage under the trade-mark Coca-Cola, and de- 
fendants have no contract with or authority from the Coca-Cola 
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Bottling Companies or appellant for bottling the same, and no 
restriction as to the use of said syrup is agreed upon by defendants 
with the jobbers or wholesalers from whom they purchase said 
syrup. All of the Coca-Cola which defendants have manufactured 
ind sold has been made from the Coca-Cola syrup manufactured and 
sold by appellant in the usual and ordinary way which appellant 
authorizes and permits consumers and patrons to manufacture and 
sell Coca-Cola as a beverage. Paragraph 16 of the complaint, which 
is admitted by the answer, is as follows: 


“That by reason of the premises your orator is rightfully and equitably 
entitled to the sole and exclusive use of the trade-mark ‘Coca- Cola,’ and to 
protection in the use thereof as applied to its products, and in equity and 
good conscience to protection against all manner and form of fraudulent 
use and imitation of said trade-mark and that the public generally has at 
all times acknowledged and acquiesced in the aforesaid rights of your orator 
and of your orator’s predecessors aforesaid in and to said trade-mark.” 


The question arising on the facts as above stated is: Have the 
defendants, without the authority or permission of the appellant, 
the right to manufacture Coca-Cola as a beverage by mixing the 
bottling syrup of appellant with carbonated water and sell the 
same to the public under the trade-mark Coca-Cola? The trade- 
mark “Coca-Cola,” covering as it does both the bottling syrup and 
the beverage made therefrom by adding carbonated water, entitles 
the appellant to the exclusive right to manufacture and sell its 
syrup, and also to make and sell the beverage known as ‘Coca- 
Cola.” Certainly, if the appellant has the exclusive right to make 
ind sell under its trade-mark the beverage called “Coca-Cola,” it 
can grant the right and privilege to others to do that which it might 
do itself; and it necessarily results from this state of the case that 
no person or corporation can manufacture the bottled beverage called 
‘Coca-Cola” and sell the same under appellant’s trade-mark with- 
out its consent or authority. 


It is true that the appellant has no money directly invested in 
the business of the bottling companies; but it is very plain that, as 
the syrup manufactured by the appellant is not itself consumed by 
the public as such there could be no sale of the syrup unless there 
was a sale of the beverage made therefrom, and so it is apparent 
that the appellant is directly and greatly interested in having its 
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bottled product delivered to the consuming public under such cir- 
cumstances and in such manner as will promote the sale thereof. It 
is also apparent that the only way the appellant can secure the 
right to supervise the manner of the bottling of its product is to re- 
fuse to grant the privilege of bottling, except upon condition that 
certain prescribed regulations are complied with. It would, there 
fore, seem to be too plain for argument that both under the law of 
trade-mark and upon sound reason defendants in the case at bar 
may not, without the consent and authority of the appellant, man- 
ufacture the bottled beverage and sell the same under the appellant’s 
trade-mark, “Coca-Cola.” 

Counsel for the defendants argue that, as it appears that de- 
fendants use the bottling syrup of the appellant and mix the same 
with carbonated water in the same way that appellant authorizes 
other persons and corporations to do, they have the right to man- 
ufacture and sell under the appellant’s trade-mark. But suppose 
that other persons and corporations without number should be of 
the same opinion; it would result that appellant would have no 
control over the integrity of its trade-mark, which is its guaranty 
that the beverage is as represented, and its business might be ruined. 
It is true the defendants might sell the bottling syrup which they 
buy under the appellant’s trade-mark; but, since they change the 
syrup into a beverage without the permission and authority of ap- 
pellant, they have no right to sell the same under appellant’s trade- 
mark. The argument advanced is also faulty, as it would permit 
persons other than the owner of the trade-mark to control its use. 

The law seems to be settled that when a manufacturer of an 
article of food or drink sells it in bulk, and also puts it up in bottles, 
the latter bearing a distinctive trade-mark, a purchaser of the ar- 
ticle in bulk will be guilty of unfair competition and be enjoined 
from bottling and affixing the manufacturer’s distinctive label upon 
the goods bottled by him. (Coca-Cola Co. v. J. G. Butler & Sons, 
[D. C.] 229 Fed. 224, [6 T. M. Rep. 206]; Krauss v. Peebles Co., 
[C. C.] 58 Fed. 585, 592; People v. Luhre, 195 N. Y. 377, 89 N. E. 
171, 25 L. R. A. [N. S.] 473; Hennesy v. White, Cox, Manual of 
Trade-Mark Cases, 377; Brown on Trade-Marks, §§ 910, 759, and 
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suthorities there cited). One of the reasons given for this rule is 
that: 


“Unless the manufacturer can control the bottling, he cannot guarantee 
that it is the genuine article prepared by him.” 

And as said by Judge Trieber in Coca-Cola Co. v. J. G. Butler 
‘> Sons, supra: 

“To this may be added that he cannot tell whether it is bottled in so 


careful a manner as is essential to the preservation of the article and the 
maintenance of its good reputation.” 


It would seem that to uphold the contention of counsel for the 
defendants would be to destroy all the value that the appellant’s 
trade-mark has. It would open the door to any person or corpora- 
tion to adulterate the beverage sold as Coca-Cola without any right 
in the appellant to prevent it. 

“The greatest value of a trade-mark is the reputation established by the 
excellence of the article, and the knowledge and appreciation of that fact 
by the consuming public. An article without any merit can derive no 
benefit from a trade-mark, and only a temporary benefit from the most 
extensive advertisement. It is like the value of a ‘good will’ in an estab- 
lished going concern. It depends upon fhe successful operation of the 
business. Without that there is no value to it. Who would pay for the 


good will of a business conducted at a loss?” (Coca-Cola Co. v. Butler & 
Sons, supra). 


The cases of Russia Cement Co. v. Frauenhar, (133 Fed. 518, 
66 C. C. A. 500), and Apollinaris Co. v. Scherer, ({C. C.] 27 Fed. 
18), are cited as sustaining the position of counsel for defendants; 
but an examination of these cases shows that in the Cement Case the 
same cement without any addition or subtraction was resold under 
the trade-mark name. If the defendants in this case had simply 
resold the syrup, it would be within the reasoning of the case cited; 
but they did not do that. They changed the syrup into a beverage, 
ind they say that they changed it in the same manner that the ap- 
pellant authorized other persons to do. But the trouble with this 
irgument is that it destroys appellant’s exclusive right to its trade- 
mark, and the resulting right to say who may use it. In the Apol- 
linaris Case the same water, without subtraction or addition, was 
sold under its true name. Without prolonging the discussion further, 
we do not think the defendants have the right to manufacture and 
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sell Coca-Cola under the trade-mark name of appellant without its 
consent. 

Counsel for defendants further urge that the contracts which 
appellant has made with the Tennessee corporations, and which the 
Tennessee corporations have made with appellant’s consent with 
local persons and corporations, are in violation of the Sherman Law. 
The trial court seems to have based its ruling in dismissing the 
complaint partly upon this proposition, it appearing to that court 
that this suit was one to enforce these contracts. We do not think 
the validity of the contracts are in any wise brought into question on 
this record. The appellant simply claims that the defendants have 
no right to manufacture and sell Coca-Cola under appellant’s trade- 
mark without its consent, and our decision in this case goes no 
further than to hold that the claim of appellant is well founded. 
We do not decide that the whole or any part of the contracts made 
by appellant with the bottling companies are valid. The granting 
of the consent of appellant to the defendants to manufacture and 
sell the product Coca-Cola under its trade-mark could be manifested 
without the contracts mentioned in the evidence. It will be time 
enough to decide as to the validity of the contracts when a suit 
arises in which their validity is involved, and when some person is 
sued who has a contract. Manifestly, if the consent and authority 
of appellant is necessary in order to manufacture and sell Coca- 
Cola under its trade-mark, then appellant has the right to impose 
any such reasonable condition to the granting of such consent as will 
protect the integrity of the trade-mark. 

It results from what we have said that the judgment dismissing 
the complaint should be reversed, and the case remanded, with in- 
structions to the trial court to grant the injunction prayed for. Th: 
question of damages was not considered in the lower court, and that 
question will be left open to be dealt with as law and justice may 
require. 

Apams, Circuit Judge, concurred in the decision of this case, 
but deceased before the opinion was prepared. 
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GARRETT, ET AL. V. MALLARD 
(238 Fed. Rep. 335) 


United States Circuit Court of Appeals 


Fourth Circuit, November 16, 1916 


TrapE-MArRK—ParTNERSHIP AssET—ACCOUNTING. 

Where two parties have jointly contributed to the assets of a busi- 
ness, built up under a trade-mark, in an action for an accounting, the 
business and trade-mark should be sold and the proceeds divided 
between the parties according to their respective interests. One party 
who has, without the consent of the other, expended money that in- 
creased the value of the mark, is entitled to be reimbursed out of the 
proceeds of the sale, up to the extent of the value so added, but only 
upon proof of such increase in value resulting from his expenditures. 

Appeal from a decree of the United States District Court for 
the Eastern District of Virginia in favor of complainant. Affirmed. 


Walter H. Taylor, of Norfolk, Va. (Loyall, Taylor & White, 
of Norfolk, Va., on the brief) for appellants. 
S. M. Brandt, of Norfolk, Va., for appellee. 


Before KNarp and Woops, Circuit Judges, and Roser, District 
Judge. 


Rose, District Judge: In this opinion the parties will be de- 
scribed as they were below, viz.: the appellee as the plaintiff, the 
appellants as the defendants. 

The individual defendant is the president and largest stock- 
holder of the corporation. They had been wine makers. They 
wanted to take up the manufacture of soft drinks. The plaintiff 
knew how to compound them. On the Ist of October, 1914, nego- 
tiations between him and the defendant Garrett resulted in a written 
contract. It provided for the formation of a corporation with a 
maximum capital of $25,000, of which $10,000 was to be at once 
issued. The plaintiff was to assign his formula to the new corpora- 
tion, and receive therefor $2,000 in stock and $500 in cash. Gar- 
rett was to furnish $7,900 as required for the needs of the company 
and to receive stock therefor. The remaining $100 of the first 
issue was to be given to the treasurer of the corporate defendant 
for services rendered or to be rendered by him. Garrett was to be 
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president and plaintiff vice-president of the company. The latter 
was to receive a salary of $150 a month, beginning October 1, 1914. 
His employment was to last at least 3 months and to be thereafter 
terminable by either party upon 30 days’ notice. If within 5 years 
more stock was issued, Garrett was to lend the plaintiff the money 
necessary to take up one-fifth of it. On January 8, 1915, in pur- 
suance of this agreement, a charter was obtained for ‘Garrett's 
Corporation,” but no organization thereunder was ever effected. 

Early in February, 1915, the parties, or more strictly speaking 
the corporate defendant, began to manufacture, under plaintiff's 
formula, a drink to which they gave the name of “Satanet.” On 
May 15, 1915, defendants peremptorily discharged the plaintiff 
without giving him the notice provided for in the contract. They 
went on with the manufacture, advertising, and sale of ‘‘Satanet.”’ 
On July 21, 1915, plaintiff brought this suit. He asked for an 
injunction against the further use of the formula, and the name 
“Satanet,” and for an accounting for profits already earned. The 
court below found that no profits had been made, and decreed that 
the formula and trade-name “‘Satanet” should be sold, and one- 
fifth of the net proceeds paid to the plaintiff and four-fifths to 
Garrett. 

It is here urged that the federal court was without jurisdiction, 
because neither diverse citizenship nor a sufficient amount in con- 
troversy was made to appear. Both were properly alleged. The 
plaintiff swore that some time before the bringing of the suit he had 
become a citizen of Maryland. Whether he had or had not de- 
pended upon the intention with which he had removed from Norfolk 
to Baltimore. The court below heard his testimony and was ob- 
viously satisfied with it. 

The record sufficiently shows that the plaintiff, in good faith, 
believed he was entitled to recover from the defendants money and 
property rights worth far more than $3,000. Under such circum- 
stances, on the question of jurisdiction it matters not that the plain- 
tiff may actually recover less than $3,000, or nothing at all. 

Upon the merits, defendants say that the decree below is in- 
equitable, because it does not charge the plaintiff with any part 


1. 
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of the sum by which the expenditures of the defendants for making, 
advertising, and selling ‘‘Satanet” exceeded the receipts from its 
sales. Defendants’ bookkeeper testified that between October 1, 
1914, and December 1, 1915, defendants had expended for such 
purposes the sum of $81,062.03. They received from sales 
$37,752.86, and when he testified there was on hand in merchandise 
and accounts receivable $25,969.85. According to these figures the 
net loss was upwards of $17,000, and that, too, upon the assumption 
that all the uncollected accounts will be collected. 

It appears, however, that the defendants did not organize the 
corporation for which the contract provided. The plaintiff was 
not consulted as to what disbursements should be made. A large, 
and probably the larger, part of the expenditures was made after 
defendants had severed all connections with the plaintiff, and not a 
little apparently even after the bringing of this suit. Such sums 
having not been paid out in accordance with the plaintiff's contract, 
he cannot be held personally liable for them, or for any part of 
them. 

Nevertheless, defendants were free to prove, if the fact were 
so, that the money they had paid out had added some definite figure 
to the salable value of the formula and the trade-name. If they 
had done so, they would be entitled out of the proceeds of the sale 
to receive such amount, not exceeding, of course, the sum they are 
now out of pocket. The burden of making such showing rested 
upon them. They have not sustained it, or even attempted so to do, 
very probably because under the circumstances it is impossible to 
obtain clear and convincing evidence on such a question. If so, they 
must bear the loss which has come to them in consequence of their 
having ignored plaintiff's rights. 

The case is a peculiar one. It seems to us that the decree 
below is right, and it is therefore affirmed. 
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Wm. A. Rocers, Limitrep v. H. O. RocGers Sitver Co., er AL. 
(237 Fed. Rep. 887) 


United States District Court 


District of Rhode Island, July 11, 1916 


1. Unrain ComMperition—Parties—OFFIcers OF CORPORATION. 

Non-resident officers and agents of a corporation are not indispen- 
sable parties to a suit alleging trade-mark infringement and unfair 
competition, against a resident corporation which has been duly served, 
since a judgment against the corporation will be binding upon its 
officers and agents. 

2. Unratr ComMpeTITION—CoRPORATE NAMES. 

Where individual defendants procured a corporation which had 
been enjoined from the use of the name “Rogers” on silver-plated ware, 
and subsequently with one H. O. Rogers incorporated the “H. O. Rogers 
Silver Company,” with H. O. Rogers holding five shares of stock, 
thus giving some color of justification to the use of the name “Rogers” 
on silver-plated ware, a preliminary injunction should issue. 

A corporate name, likely to cause confusion between the products 
of the corporation and those of an earlier and well-known company 
should be enjoined. The use of a family name likely to cause confu- 
sion in a corporate title cannot be justified by taking in to the cor- 
poration one of that name, having a mere nominal connection with 
the corporation and a nominal intent therein. 

3. Unrair CompetitTion—LAcHeEs. 

Where the delay in filing a bill is due to an unsuccessful effort to 
try out the same issues in another district, such delay does not con- 
stitute laches. 


In equity. On motion for a preliminary injunction. Granted. 


Duell, Warfield & Duell, of New York City (W. R. France, 
of New York City, of counsel) for plaintiff. 
Stanley P. Hall, of Taunton, Mass., for defendants. 


Brown, District Judge: This is a petition for a preliminary 
injunction against infringement of trade-marks, and unfair com- 
petition in the use of the word “Rogers” in connection with silver- 
plated ware. 

The sworn bill and affidavits filed in support of the petition set 
forth that the individual defendants, McIsaac and Nichols, are citi- 
zens of Massachusetts, resident in Taunton, Mass.; that they pro- 
cured the corporation of the Cohannet Silver Company, with its 
principal place of business at Taunton; that this company was en- 
joined from the use of the word ‘Rogers’ upon silver-plated ware 
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on the ground that such use was deceptive and untrue. (See Wm. 
A. Rogers, Ltd. v. Cohannet Silver Co. [C. C.] 186 Fed. 241, No- 
vember 23, 1910). 

It appears that subsequently the defendants MclIsaac and 
Nichols, with one H. O. Rogers, procured the incorporation of the 
H. O. Rogers Silver Company in Rhode Island, though its place of 
business, like the Cohannet Silver Company’s, was in Taunton, Mass. 

From the answering affidavits of Nichols, treasurer, and Mc- 
Isaac, secretary, it appears that the men interested were “without 
any capital to speak of’’ and proceeded with borrowed capital. 

In September, 1914, the complainant filed in the District Court 
of the United States for the District of Massachusetts a bill against 
the present defendants. The H. O. Rogers Silver Company, a 
Rhode Island corporation, appeared specially, objecting to the 
jurisdiction; and on November 3, 1914, the bill was dismissed as to 
that defendant for lack of jurisdiction. Thereafter the defendants 
MecIsaac and Nichols moved that the bill be dismissed as against 
them, upon the ground that the H. O. Rogers Silver Company was 
an indispensable party. This motion was granted, and a decree of 
dismissal was entered, which, upon appeal, was affirmed. 

The opinion of the Circuit Court of Appeals, filed June 18, 
1915, is reported in Wm. A. Rogers, Ltd. v. Nichols et al., (224 Fed. 
115, 189 C. C. A. 643 [5 T. M. Rep. 377]). The concluding 
sentence of that opinion is as follows: 


“The suggestion has been made that, if this proceeding is not sustained, 
the result will be a practical denial of justice. Quite likely that question is 
not before us, but it seems obvious that a proceeding in Rhode Island 
igainst the corporation, its officers and directors, would give the complain- 
int such relief as it is entitled to.” 

The complainant thereupon filed its bill in this court against 
the same defendants, on February 12, 1916. The defendants again 
move to dismiss—MclIsaac and Nichols on the ground that they have 
not been served in and are nonresidents of this district, but are resi- 
dents of Massachusetts, and the H. O. Rogers Silver Company on 
the ground that Nichols and MclIsaac are indispensable parties. It 
does not follow from the Massachusetts decision that McIsaac and 
Nichols are necessary parties to a bill against the corporation. The 








172 SEVEN TRADE-MARK REPORTER 


corporation appears to have been properly served, and a judgment 
against the corporation will be binding upon its officers and agents. 

It sufficiently appears from the answering affidavits of Nichols 
and MclIsaac that the name “H. O. Rogers Silver Company” was 
deliberately chosen after the defendants Nichols and MclIsaac had 
full knowledge that the use of the name “Rogers” in connection with 
silver-plated ware would naturally lead to deception. 

It appears that H. O. Rogers was a skilled silver worker; but 
he was without capital and without established reputation as a manu- 
facturer, and there seems to have been no sufficient reason for mak- 
ing him president and director of the corporation. While the af- 
fidavits allege that this was done in good faith, and because neither 
the name of Nichols nor that of McIsaac was appropriate, no sug- 
gestion is made of any sound business reason for choosing the name 
Rogers, rather than some unobjectionable name, for the new cor- 
poration. 

Taking the defendants’ answering affidavits in connection with 
the previous litigation, and in view of the failure of the defendants’ 
affidavits to meet the sworn allegations of the bill, that Nichols 
owns a controlling interest and substantially all of the stock of the 
defendant corporation, the case as presented upon the hearing on 
motion for preliminary injunction is that, if the defendant Nichols 
may proceed in control of the Rhode Island corporation, this will 
amount practically to an evasion of the effect of the decree in the 
case against the Cohannet Silver Company. 

The principal difficulty in the case arises from the fact that 
the complainant’s moving affidavits contain many improper and 
irrelevant matters, and so much hearsay, that it is difficult to dis- 
tinguish between those matters which properly bear on the present 
motion and those which have no legitimate connection with it. An 
affidavit of a detective is filed which is principally, if not wholly, 
incompetent. 

The complainant offers an affidavit of H. O. Rogers, taken for 
use in the case brought against these defendants in the district of 
Massachusetts. This affidavit shows that in September, 1913, 
Nichols approached Rogers, who had been employed as a workman 
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by manufacturers of silver-plated ware, and proposed the formation 
of a corporation to be called the “H. O. Rogers Silver Company” ; 
that Nichols pointed out that the name “Rogers” could be stamped 
on the goods manufactured and a ready sale procured for them; 
that he stated that he would make the affiant president of the com- 
pany and give him a few shares of stock; that the defendant H. O. 
Rogers Silver Company was incorporated under the laws of the 
state of Rhode Island in accordance with this proposal; that 85 
per cent. of the capital stock was owned by Nichols and his wife, 
ind money to finance the same was raised by Nichols by mortgage; 
that the affiant received 5 shares of stock; that the business office of 
the company is located at Taunton; that the affiant’s position as 
president was purely nominal, he having no voice in the affairs of the 
company; that he knew nothing about the business of the office, and 
took no part in the management; that he received his wages and did 
his work like any other workman, and was not even a figurehead as 
an officer of the company. 

This affidavit fully confirms what might be justly inferable 
from the undisputed facts as to the previous litigation, the control 
of the H. O. Rogers Silver Company by Nichols, and the absence 
of any justification for the choice of the name “Rogers,” under the 
circumstances. The affidavit was taken to be used in a suit between 
the same parties in another jurisdiction. The question of its com- 
petency in the present case has not been discussed upon the briefs; 
on the contrary, the answering affidavits make reply to this af- 
tidavit. The reply is not convincing. 

Upon the whole, I am of the opinion that the plaintiff's sworn 
bill and competent affidavits, and the defendants’ answering af- 
tidavits, present a sufficient case to show that the H. O. Rogers Sil- 
ver Company is to such an extent a mere instrument for giving 
some color of justification to Nichols for the use of the term 
“Rogers” that a preliminary injunction is justified, regardless of 
the affidavit of Rogers. I am further of the opinion that, as there 
was no motion to strike out the affidavit of Rogers, and as reply 


was made thereto, and as it was taken for the purpose of being 


ised in a suit between the same parties, that it may be received un- 
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der these circumstances as additional evidence on the present mo- 
tion. 

The defendants raise the defense of laches, but part of the 
time which has elapsed was spent in the endeavor to try out these 
issues with the individual defendants in the district of their resi- 
dence. 

In view of the grounds upon which the plaintiff was defeated 
in its efforts, I think the defense of laches is not made out. While 
the objection of the defendants Nichols and MclIsaac to the juris- 
diction over them as individuals seems to be well grounded, I am of 
the opinion that a proper case for a preliminary injunction against 
the defendant H. O. Rogers Silver Company is presented. 

A draft decree, granting a preliminary injunction against the 
use of the name “Rogers” by the defendant corporation, its officers, 
servants, and agents, in connection with silver-plated ware, may be 
presented accordingly. 





BuckeEYE INcUBATOR Co., ET AL. Vv. Mopeut INcUBATOR Co., ET AL. 
(237 Fed. Rep. 883) 


United States District Court 


Western District of New York, November 15, 1916 


Unrairn Competition—ImitatTinG Non-Structurat ELeMENTs. 

Where plaintiff has marketed and advertised an unpatented article 
for several months, and defendant has copied the non-essential details 
and characteristic features of this article, to produce one similar in 
appearance, defendant is guilty of unfair competition, which is not re- 
lieved by the presence of its corporate name on the article. 


In equity. Decree for plaintiffs. 


Staley <> Bowman, of Springfield, Ohio, for plaintiffs. 
J. Wm. Ellis, of Buffalo, N. Y., for defendants. 


Haze , District Judge: Action for unfair competition in trade, 
involving a coal-burning brooder stove manufactured by the Buck- 
eye Incubator Company for use in connection with a canopy or hood. 
Both complainants’ and defendants’ stoves, which resemble each 
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other, consist of cone frustum parts of approximately equal height, 
symmetrically proportioned, and combined with a base and support- 
ing arm for a thermostat. 

The principal defenses are that one Adair, an employee of the 
defendant, Model Incubator Company, was the first to design the 
stove in question; that he made a pencil sketch of it in March, 1914, 
with the upper and lower sections tapered, and in the following 
September a larger drawing, with the upper part of the stove 
straight, a stove corresponding to the original sketch being manu- 
factured in May, 1915; that complainants have not established that 
their stove acquired a reputation before defendants’ stoves were 
marketed; and that there is no proof of fraudulent copying of orna- 
mental features, as distinguished from mechanical features. 

There was testimony on behalf of complainants tending to 
show that Samuel B. Smith, as early as February, 1915, designed the 
stove or coal-burning hover in question, and afterwards established 
selling agencies in Philadelphia and elsewhere; that in February 
and March of the same year he advertised it in the American Poul- 
try Advocate, and in other journals and magazines, illustrating such 
advertisements; and on cross-examination of the witness Cugley it 
appears that Smith, who manufactured the stoves at the outstart, de- 
livered to Cugley & Mullen Company, selling agents, in the months 
of February, March, and April, 1915, about 119 stoves, which were 
sold in the Philadelphia territory, and that subsequently, on August 
5, 1915, the Buckeye Incubator Company acquired the sole selling 
rights from Smith and began more extensive advertising of the 
hover. 

Defendants contend that the evidence is unconvincing as to the 
acquirement by the Smith stove of any general reputation or good 
will, either through advertising or sales, in February and March, 
1915, and that, therefore, an action for unfair competition, because 
defendants marketed an imitative stove or hover, is not maintain- 
able. Defendants’ witness Adair testified that he originally de- 


signed a stove for brooders in March, 1914, and in corroboration 
produced two pencil sketches, Exhibits B and C, which are es- 


sentially similar to complainants’ adaptation. He claims to have 
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exhibited one sketch (Exhibit B) to the president of the Model In- 
cubator Company, but the latter gave no testimony in relation 
thereto. In September, 1914, a large drawing was made of the 
Adair conception, but such drawing does not have the tapered upper 
section of the original design. In May, 1915, a stove was made by 
Adair, who was then in the employ of the Model Incubator Com- 
pany, in accordance with his design model type, corresponding 
in appearance to complainants’ stove, and in June, 1915, he shipped 
the same to Browns Mills. He testified that he was not aware of 
the Smith advertisements, and that he had no knowledge of com- 
plainants’ stoves until May, 1915, when the Model Incubator Com- 
pany was negotiating with the Certified Farms Company for the 
purchase of some property upon which there were some Smith stoves. 
He practically admitted, however, that in August of that year he 
directed his workmen and pattern maker to construct a stove like 
the Smith stove in size, shape, and appearance, with the result that 
defendants adapted such stove, resembling complainants’ with re- 
spect to details, appearance of base, and thermostat arrangement, 
to their use. 

On July 4, 1916, mechanical patent No. 1,189,301, for stoves, 
was granted to Smith, and since then an interference has been de- 
clared by the Patent Office with the application of Adair, which has 
not yet been determined. Later on, both Smith and Adair filed ap- 
plications for design patents for their stoves, in which interference 
proceedings are likewise pending. 

It seems to me that the first inquiry is whether. complainants’ 
stove acquired a reputation prior to the time defendants manu- 
factured and sold an imitative stove, and the second, whether the 
asserted characteristic features of complainants’ stoves are me- 
chanical. 

There are many adjudications, of which Rathbone, Sard & 
Co. v. Champion Range Co., (189 Fed. 26, 110 C. C. A. 596, 37 L. 
R. A. (N. S.) 258 [1 T. M. Rep. 259]) is a prominent example, 
which apparently hold that an action for unfair competition is not 
maintainable where an unpatented article, in the absence of a gen- 


eral reputation or a market therefor, is imitated and appropriated, 
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if the indicia of the original designer are removed. This is on the 
theory that the simulation would not deceive the buying public, as 
the article is unknown to it. These adjudications, however, are 
not strictly applicable to the present situation, for Smith not only 
advertised his stove in magazines and periodicals in February and 
March, 1915 (some of which were produced, but not offered in evi- 
dence), but established agencies through which an appreciable 
number of his stoves were sold prior to August, 1915, at which time 
he gave exclusive vending rights to the Buckeye Incubator Com- 
pany. Even though Adair originated his design in March, 1914, 
he did not manufacture and vend stoves corresponding thereto un- 
til June, 1915, a time when Smith had already marketed his stove 
and to an extent popularized it by advertising. 

The defendants have not added to their stove any ornamentation 
or distinguishing marks, but have made a copy of complainants’. 
They have copied its form, height, proportion of converging sides, 
base, sliding door, vertical rods, and projecting thermostat arm— 
all the essential features of complainants’ vendible article. Indeed, 
it was admitted, as heretofore stated, that in making their stoves 
patterns were taken from complainants’ castings, regardless of the 
original Adair sketch or drawing. In this situation, and upon the 
point under discussion, the principle enunciated by Judge Hough in 
Steiff v. Bing, (215 Fed. 204 [4 T. M. Rep. 388]), is of interest. 
There the complainant manufactured toy animals, reproduced from 
photographs of living animals; but the defendant, in making his 
toy animals, did not make them from photographs, instead he used 
complainants’ toys as models, and it was held that to thus imitate 
the product of another, which had become known to the public, 
constituted unfair competition. 

It must be conceded that the Exhibit Woodbury patent No. 
34,475, substantially embodies the configuration of the stove in 
question above its base; its principal distinguishing feature being 
a low base having no door. Whether or not complainants’ design, 
or defendants’ design, for that matter, involves invention, in view 
of Woodbury, is a question that I am not required to decide on this 
record. 
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The fact that defendants have copied the characteristic fea- 
tures of complainants’ stove does not, of course, justify the con- 
clusion that they are unfairly competing, unless the combination re- 
lates entirely to nonfunctional elements. There was much discus- 
sion pro and con with reference to this, and upon consideration of 
the Smith mechanical patent, in connection with the prior art, I 
have reached the conclusion that the shape, proportions, and pro- 
jecting support for the thermostat of the Smith stove were neces- 
sary mechanical expedients. These features, though in connection 
with the base imparting a somewhat distinctive appearance, were in 
the main necessary in order to secure proper operation of the 
brooder. Such was also the view of the Patent Office when the ap- 
plications for design patents were inspected. 

The claims of the Smith patent must be construed in connec- 
tion with the specification and drawings, and it is not believed to be 
limited to the thermostat feature, as distinguished from the sec- 
tional parts of the stove above the base. Simplicity and compact- 
ness were necessary in a brooder stove of this description, and no 
doubt were secured by tapering the upper parts and causing them to 
converge from the center. The Smith file wrapper and contents 
show that the tapering form of the stove sections in combination 
with the base was not regarded as patentable in view of the prior 
art; and the amendments that were made to the specification and 
claims seem to bear out defendants’ contention that the only novel 
feature was in the flat top of the stove, which permitted arranging 
the valve and fuel openings eccentrically. Although no expert wit- 
ness has testified as to the manner in which these parts function or 
operate, the said file wrapper does not support the view that the 
patent relates simply to the thermostat feature, regardless of the 
cone frustum parts. It is no doubt true that no mechanical prin- 
ciple is involved in the specific shape of the supporting arm for the 
thermostat; but there was no novelty in such arrangement, and no 
distinctive appearance was imparted to the stove by it. A ther- 
mostat very much like complainants’ is found in the Sheer patent 
in evidence. 


a ni os 
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Importance is however attached to the specific type of base in 
complainants’ stove, and the arrangement of the ash pit and sliding 
door. None of the prior structures show a base of similar shape, 
nor is it shown that such shaping was necessary to the performance 
of its functions. The defendants, in copying and marketing such 
base with its sliding door in connection with cone frustum sections 
of equal height, have imparted to their stove an appearance so 
similar as to unfairly compete with complainants’ stoves. 

It is true that defendants have marked their stoves in relief 
on the sliding door with the words ‘Model,’ “Model Incubator 
Company, Buffalo, N. Y.,” and “Correct,” “Correct Hatcher Com- 
pany, Leesville, Ohio,’ while on the sliding doors of complainants’ 
stoves are impressed the words “Standard Company, Cleveland, 
Ohio. Shake ashes every 12 hours. Standard Colony Brooder.” 
But these markings of the corporate names of the makers, or of 
arbitrary designations alone, do not sufficiently differentiate the 
competing products, and as the only feature entitled to protection 
in complainants’ stove is the specific external or form of the base, 
which defendants have imitated and adapted to their stoves, a decree 
with costs, may be entered enjoining such further use. 

[Nore: For further cases on the imitation of the appearance of 
goods, see the following: Copying phonographic records, Victor Talking 
Machine Co. v. Armstrong, et al., 132 Fed. Rep. 711; Manufacture _of 
pumps from patterns surreptitiously made from the plaintiff’s patterns, 
Tabor v. Hoffman, 118 N. Y. 30; Copying the appearance of coffee mills, 
Enterprise Mfg. Co. v. Landers, et al., 131 Fed. Rep. 240; Imitating the 
shape of the bottle containing a beverage, Charles E. Hires Co. v. Con- 
sumers Brewing Co., 100 Fed. Rep. 809; Imitation of an automobile lamp, 
Rushmore v. Manhattan Screw & Stamping Works, 163 Fed. Rep. 939; 
Rushmore v. Saxon, 158 Fed. Rep. 499; Imitating the appearance of a loaf 
of bread, Fox Co. v. Hathaway, 199 Mass. 99; Imitation of beer steins 
from plaster mounds formed from a competitor’s sfeins, Villeroy € 
Boch v. Francis Statuary Co., Bulletin of the U. S. Trade-Mark Associa- 
tion, Vol. VI, p. 66; Imitation of a vacuum cleaner, St. Paul Electric Co. 

McCrum-Howell Co., 188 Fed. Rep. 849; Imitation of the patterns of 


table damask, Renfrew Mfg. Co. v. Burgess, Bulletin of the U. S. Trade- 
Mark Association, Vol. III, p. 239]. 
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Emsoso Sates CoMPpANY v. SAMUEL Lipsius, THE EMBossoGRAPH 


Process Co., ET AL. 
United States District Court 


Southern District of New York, October 20, 1916 


1. Trape-Marxs—Uwnrair ComPpetirion—J URISDICTION. 

In a suit alleging infringement of a patent, infringement of an 
unregistered trade-mark and unfair competition, the latter causes of 
action are not incidental to the infringement of the patent and where 
there is no diversity of citizenship, a federal court has no jurisdiction 
over the causes of action for trade-mark infringement and unfair 
competition. 

Trape-Marks—Uwnrairn ComMPetTiITION—AMENDMENT OF BILL. 

No amendment to set up a registered trade-mark, which was not 
applied for or granted until after the filing of the original bill, can 
properly be granted, since the plaintiff cannot, by subsequent regis- 
tration, establish a cause of action which did not exist when the original 
bill was filed. 


t 


In equity. 
John H. Hazelton, solicitor for complainant. 
Mitchell & Allyn, solicitors for defendants. 


Aveustus N. Hann, D. J.: The complainant sues for infringe- 
ment of a patent on a process of drying and varnishing prints, for 
infringement of an unregistered trade-name “Emboso,” and unfair 
competition. This court, as a federal court, has jurisdiction of the 
first cause of action but as no diversity of citizenship is alleged, 
has no jurisdiction over the other causes of action. Damages re- 
sulting from improper use of the trade-name, and from unfair com- 
petition are not I think incidental to the infringement of the process 
patent, but are due to violation of an entirely separate legal right. 
Consequently the causes of action for infringement of the trade- 
name and unfair competition must be dismissed. No amendment 
to set up a registered trade-name, which was not applied for or 
granted until after this suit was brought, can properly be granted. 
A bill may be amended where the allegations of facts, which existed 
when the suit was brought, are defective, or a supplemental bill 
may be filed where facts material to a cause of action originally 
sufficient have occurred since bringing suit, but I find no authority 
justifying me in allowing a complainant, either by an amended or 
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supplemental pleading, to set forth facts which have occurred since 
suit was brought, where, at the time of beginning suit, no facts 
were in existence which would give the complainant a cause of 
tion. In the present case this court had no jurisdiction of the 
cause of action for infringement of the trade-name “‘Emboso’’ at 
the time the suit was brought, because that name was not regis- 
tered, and diverse citizenship did not exist. (National Casket Co. 
v. New York & Brooklyn Casket Co., 185 Fed. 533). 

The complainant cannot, by the subsequent registration of the 
trade-name, assert a cause of action which did not exist when the 
sriginal bill was filed. The rule which prevents him from doing 
so may be in some cases cumbersome and technical, but I believe 
it to be the undoubted law. (Mellor v. Smither, 114 Fed. 116). 


* * * * * 


lor the foregoing reasons the bill must be dismissed so far as 
it alleges a cause of action for infringement of complainant’s trade- 
name and unfair competition, and the motion to amend the bill to 
set up the registration of such trade-name must be denied. * * * 

The complainant is given leave to file a new bill within ten 
lays in accordance with the views set forth in this opinion. 


[Nore: See 7 T. M. Rep. 46 for note on the joinder of causes 
f action for patent infringement and unfair competition. This case ap- 
pears to be similar to that of the Schiebel Toy & Novelty Co. v. Clark, 
> T. M. Rep. 139, in which the United States Circuit Court of Appeals 
held that while the patents in question were void, the court was with- 
ut jurisdiction to determine the cause of action in unfair competition. 
It is interesting to note that Judge Hand, in December, in this case found 
both of the patents in suit to be invalid, although this fact did not appear 
it the time of the foregoing decision. Cases where the court has permitted 
the joinder of a cause of action for patent infringement with one for trade- 
mark infringement or unfair competition, in the absence of diversity of 
itizenship, have been cases where the patent has been found to be valid and 
infringed. On the other hand, on the authority of the Schiebel case, above 
‘ited, the denial of jurisdiction in the case of unfair competition and trade- 
mark infringement could be justified only on a finding that the patents 
were invalid or not infringed. In this case, therefore, in the absence of any 
djudication as to the validity of the patents or the question of infringe- 
nent at the time of the above decision, it would appear that the court 
should have refused to pass upon the question of jurisdiction of the cause 
‘f action for trade-mark infringement and unfair competition, and should 
have left the question to be disposed of upon the determination of the 
juestion of the validity of the patent and of infringement]. 
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Isaac E. CHAPMAN, ET aL. v. L. E. Waterman Co. 
(163 N. Y. Supp. 1059) 


New York Supreme Court 


Appellate Division, First Department, March 23, 1917 


1, Trape-Names—J upbGMENT—REs ADJUDICATA. 

A judgment in an action is a bar to a re-examination into the facts 
decided between the parties thereto, or their privies. 

In a prior litigation, the present defendant obtained a judgment 
against a sales agent of the plaintiff herein; but this plaintiff, not be- 
ing a party thereto, that decree is not binding upon the plaintiff herein 
and is therefore not res adjudicata in the present action. There is no 
privilege to a party, not bound by a judgment, to assume as a benefit 
that which was not assumed as a risk. 

2. TrapE-NAMES—INFRINGEMENT—PRIVIES. 

Where there is no consecutive chain of title to a business, and no 
contractual or other connection between the various firms that have 
carried on business under a certain trade-name, the latest user of the 
trade-name cannot claim privity with the original firm. 

3. Personan Name—Ruicut to Use. 

Any man has an absolute right to use his own name honestly in 
his business, even though he may thereby incidentally interfere with 
and injure the business of another having the same name. 

4. Uwratr CompetTition—IMitaATION oF TRADE-NAME. 

It is a fraud upon the person, firm or corporation who has estab- 
lished a business, and is carrying it on under a given name, that some 
other person should assume the same name, or a name so similar 
thereto as to deceive the purchasing public. 

5. Uwrarr ComMpeTITION—ASSIGNMENT OF NAME—FRAUD. 

It is a fraud for a man to transfer to others the right to use his 
name in a business, if he knows that such use will have an injurious 
effect upon another well-known business, using the same name. 


Appeal from a judgment of the Supreme Court, New York 
County, in favor of the plaintiff. Reversed. 


For the opinion of the court below on final hearing, see 5 T. M. 
Rep. 185; for the opinion on demurrer see 2 T. M. Rep. 123. 


Richard Lee Phillips and Frank Harvey Field, for plaintiff- 
respondent. 

Walter B. Raymond and Victor C. Cormier, for defendant- 
appellant. 


Paar, J.: The action was in equity to restrain the defendant 
from either directly or indirectly interfering with the rights of the 
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plaintiffs in the use of the words “A. A. Waterman,” “A. A. Water- 
man & Co.” and from bringing any action at law or in equity for 
damages or for an injunction against any person by reason of the fact 
of the manufacture or sale by such person of any fountain pen or any 
part thereof having the words “A. A. Waterman & Co.,” and from en- 
tering any restraining order in relation to such words and from pub- 
lishing or circulating copies of an injunction order granted by the 
United States Circuit Court of Northern District of Ohio in the 
suit of LL. E. Waterman Company against Standard Drug Company. 
The deiendant’s answer after denying material allegations of the 
complaint, by way of defense and counterclaim, alleged its prior 
right to the use of the word “Waterman” in connection with the 
manufacture and sale of fountain pens and claimed the use of that 
word by the plaintiffs was an unlawful and unfair use of the de- 
fendant’s trade-name and prayed an injunction restraining the 
plaintiffs from directly or indirectly making, selling, offering for 
sale or advertising any fountain pen of other manufacture than 
that of the defendant under the name of Waterman, and for dam- 
ges. 

The facts, as developed by the evidence, and fortunately there 
is but little controversy as to the essential facts, are briefly as fol- 
lows: 

Lewis E. Waterman in 1883 commenced the business of manu- 
facturing fountain pens. He adopted and used as trade-marks and 
trade-names for his pens the word “Waterman’s” and ‘““Waterman’s 
Ideal Fountain Pen, N. Y.” and the word “Ideal.” 

The defendant was incorporated in 1887 and succeeded to the 
business, good will, trade-marks and trade-names of Lewis E. 
Waterman, and has continued in business to the present time. The 
defendant has expended large sums in advertising these pens and 
the business has steadily increased and a large and lucrative busi- 
ness has been built up. These fountain pens have become widely 
known and recognized and are called for by the general public as 
“Waterman” pens. Thus the name of “Waterman” in connection 


with fountain pens has been for more than thirty years well known 
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to the trade and general public as indicating the defendant’s com- 
pany and the goods manufactured and sold by it. 

Arthur A. Waterman, for some five years prior to February, 
1897, was an employee of the L. E. Waterman Company, and while 
in its employ formed the intention of going into business for himself 
in the manufacture and sale of fountain pens. He left the de- 
fendant’s employ in February, 1897, and in May, 1897, went into 
business with Edward L. Gibson in the manufacture and sale of 
fountain pens, adopting the name “A, A. Waterman Pen Company,” 
although they were not a corporation. The L. E. Waterman Com- 
pany brought an action in the Supreme Court, New York County, 
against Arthur A. Waterman and Edward L. Gibson which resulted 
in a judgment perpetually enjoining Arthur A. Waterman and Ed- 
ward L. Gibson, and each of them, and all persons taking 
or holding under, from or through them from using the 
said corporate name or any corporate name containing the 
word “Waterman” or from advertising the same or employ- 
ing the same on fountain pens or in connection with fountain pens; 
also from using in connection with the business of making or selling 
fountain pens, whether on the holder or gold pen, or on labels, boxes, 
signs, letterheads, circulars or advertisements, or in any manner 
whatsoever, the word “Waterman,” “Waterman’s” or “Watermans’ ”’ 
alone or the said words, (whether the same be or be not coupled 
with some further descriptive word or words) in such a collocation 
with the word pen or fountain pen (whether the same be or be not 
coupled with some further descriptive word or words) as to indi- 
cate that the fountain pens so made and sold are a variety of 
Waterman’s fountain pens. But the defendants were not prohibited 
from indicating that fountain pens made by them were made or pre- 
pared or sold for or by Arthur A. Waterman & Company or A. A. 
Waterman & Company. 

No appeal was taken from this decree. Immediately after the 
entry of this decree the firm of A. A. Waterman & Company (com- 
posed of Arthur A. Waterman and Edward L. Gibson) abandoned 
the use of the trade-name “A. A. Waterman Pen Company” and 
continued to manufacture and sell fountain pens under the trade- 
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name of “A. A. Waterman & Co.” as permitted by the said decree. 
This partnership was dissolved in 1899 by mutual consent and an 
assignment of the partnership assets and good will of the firm was 
was made to one Rhodes Lockwood, and he was given the right to 
complete all fountain pens in process of manufacture and to stamp 
such pens “A. A. Waterman & Company,” and he continued to use 
the said name until he adopted other trade-names. Edward L. 
Gibson continued in business with Rhodes Lockwood. Arthur A. 
Waterman started in business in March, 1899, making pens of a style 
distinct from those previously made by A. A. Waterman & Company, 
marking said pens “A. A. Waterman, maker,” and doing business 
under the name of A. A. Waterman. In May, 1899, Arthur A. 
Waterman formed a copartnership with Edson E. Dewey, under the 
firm name of A. A. Waterman & Co. This firm continued until De- 
cember, 1900, when it was dissolved, and all the assets of the co- 
partnership were assigned and transferred to the Colonial Pen Com- 
pany to satisfy an indebtedness to that company. On January 9, 
1901, Arthur A. Waterman entered into an agreement of copart- 
nership with William G. Frazer and Hobart W. Geyer for the 
manufacture and sale of fountain pens. Arthur A. Waterman con- 
tributed to this copartnership one patent, a few tools, an interest in 
, patent pending, his personal experience in the trade and his name. 
The firm name of this copartnership was A. A. Waterman & Co. 
This copartnership continued in business until May, 1905, when it 
was dissolved by reason of the recovery of a judgment against 
William G. Frazer. Frazer and Geyer were at the time of the 
making of this copartnership agreement officers of the Frazer & 
Geyer Company, a New York Corporation, engaged in the manu- 
facture and sale of pens. The copartnership agreement was on the 
12th day of December modified in such manner that the Frazer & 
Geyer Company manufactured the fountain pens and A. A. Water- 
man & Company became the selling agents therefor, and it was pro- 
vided that after making certain payments all the receipts of the co- 
partnership should be paid over to Frazer & Geyer Company. 

The plaintiffs during this period first appear in the transac- 
tion; they were connected with the Merritt & Chapman Derrick and 
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Wrecking Company, engaged in the transportation and salvage busi- 
ness, they loaned money to, and became interested in, the Frazer & 
Geyer Company. As a result of financial difficulties plaintiffs se- 
cured the assets of A. A. Waterman & Company and of Frazer & 
Geyer Company. 

On June 12th, 1905, an agreement of copartnership was en- 
tered into between Arthur A. Waterman, Isaac E. Chapman and 
William L. Chapman for a term of thirty-six years, under the firm 
name of A. A. Waterman & Co., for the purpose of manufacturing, 
purchasing and selling pens, fountain pens and other articles. 
Arthur A. Waterman by this agreement granted to the firm the right 
to use the name of A. A. Waterman, and the firm name of A. A. 
Waterman & Co. in connection with the manufacture and sale of 
fountain and other pens perpetually, and exclusively, except as 
thereinafter reserved to. said Waterman to make use of said firm 
name, and therby conveyed to said firm all the good will then exist- 
ing and attaching to the name of A. A. Waterman & Co. It also 
provided that such grant should not be modified or diminished by 
said Waterman ceasing to have an interest in the said firm under the 
terms of said agreement, or by his death or otherwise. The agree- 
ment provides for the division of the continent of North America 
into two districts, therein delineated, called the Eastern and West- 
ern Districts, and provided that if A. A. Waterman so desires he 
may do business on his own account, under a firm, trade or corporate 
name of A. A. Waterman & Co., or other suitable name, either alone 
or with others, in the manufacture, and, or, sale of fountain or 
other pens in the Western District, provided he shall begin such 
business before July 1st, 1906, in which event he shall have the ex- 
clusive right of said Western District and the remaining members of 
the firm shall have the exclusive right to the Eastern District, 
operating under the name of A. A. Waterman & Co.; if Waterman 
shall exercise the said option on or before July Ist, 1906, and es- 


tablish such business on his own account, he shall thereupon cease 
to have any interest in the firm of A. A. Waterman & Co., created 
by this copartnership agreement, which said firm shall belong ex- 
clusively to Messrs. Isaac E. and William L. Chapman; and if said 
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Waterman shall fail to exercise said option before July Ist, 1906, all 
his interest in this firm of A. A. Waterman & Co. shall in like man- 
ner cease and determine, in all respects the same as if he had exer- 
cised said option. The management of this copartnership was 
vested in the plaintiffs alone. It is provided that any capital con- 
tributed to said firm shall be deemed a loan, shall have six per cent. 
interest, and shall be, at the option of the partner advancing the 
same, repaid before any profits shall be distributed. Although the 
articles called for an equal sharing of profits and losses, it is con- 
ceded that Arthur A. Waterman never received any profits, nor was 
he called upon to contribute to any losses. The agreement further 
provided that a new corporation, to be called the Modern Pen Com- 
pany, shall be organized, in which the parties hereto shall be in- 
terested, which corporation shall be the sole sales agent of this manu- 
facturing firm of A. A. Waterman & Co., and with which selling 
company A. A. Waterman was permitted to have contract relations. 

The Modern Pen Company was incorporated under the laws 
of West Virginia, and Arthur A. Waterman became a salesman 
therefor, upon commission and assigned to the Western district, as 
described in the copartnership agreement. Arthur A. Waterman did 
not exercise his option on or before July 1st, 1906, and at or about 
that time ceased to have any further relations with the firm of A. A. 
Waterman & Co. or the Modern Pen Company. 

Thereafter the L. E. Waterman Company, the defendant herein, 
instituted suits against the Modern Pen Company in the District 
Court of the United States for the Southern District of 
New York, against the Standard Drug Company, in the United 
States Circuit Court for the Eastern Division of the Northern Dis- 
trict of Ohio, and against John Saadi in the Supreme Court of the 
District of Columbia, to restrain the parties defendant in said 
suits from making or selling fountain pens of any other than the 
complainants’ manufacture, under the name of Waterman or any 
mark or name in imitation thereof or in close resemblance thereto. 
The pens particularly designated in said bills of complaint as be- 
ing sold by the said defendants being those of the manufacture of 
the plaintiffs herein. In the last two suits, above mentioned, de- 
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crees were entered substantially the same as that issued by the 
Supreme Court of this State in the action against Arthur A. Water- 
man and Edward L. Gibson, hereinbefore mentioned. 

In the suit against the Modern Pen Company a decree was 
entered among other things prohibiting the use of the words “A. A. 
Waterman & Co.” or “A. A. Waterman” without the words “‘not 
connected with the original ‘Waterman’ pens’ in appropriate 
juxtaposition therewith (193 Fed. R. 242 [2 T. M. Rep. 115]). An 
appeal was taken to the United States Circuit Court of Appeals by 
both parties, and the decree was modified restricting the defendant 
to using the name Arthur A. Waterman & Co, instead of A. A. 
Waterman & Co. and requiring the words “not connected with the 
L. E. Waterman Co.” to be juxtaposed in equally large and con- 
spicuous letters wherever the permitted name was marked upon any 
fountain pen sold by the defendant, or upon boxes containing such 
pen or in advertisements thereof (197 Fed. R. 536 [2 T. M. Rep. 
349|). Cross appeals were thereupon taken to the United States 
Supreme Court, and the decree of the Circuit Court of Appeals was 
affirmed (235 U.S. 88 [5. T. M. Rep. 1]). The learned Justice at 
Special Term has held that this decree is binding upon the parties 
to this action, and has perpetually restrained ‘“‘the L, E. Waterman 
Company, its officers, agents, servants, attorneys and employees 
from bringing any action at law or in equity for damages or for an 
injunction against any person by reason of the fact of the manu- 
facture or sale by such person of any fountain pens or any part 
thereof, having the words ‘Arthur A. Waterman & Co. not con- 
nected with the L. E. Waterman Co.’ and from entering any re- 
straining order in relation to such words.” 

If the decree in the case of L. E. Waterman Company against 
the Modern Pen Company (which hereafter for brevity we will 
term the Modern Pen case) is res adjudicata of the issues raised by 
the counterclaim we cannot further consider the facts relevant to 
these issues. 


The plaintiff did not by supplemental reply plead that decree 
as an estoppel, hence it was not admissible in evidence as a former 
adjudication. (Brazill v. Isham, 12 N. Y. 9,17; Lytle v. Crawford, 
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69 App. Div. 273, 280). Nor was the decree offered or received in 
evidence for that purpose as appears from the record. An objec- 
tion to its admission was made by the defendant’s counsel, and the 
Court said: “That is not res adjudicata. In what respect is it ma- 
terial in this action?” Plaintiff's counsel responded, “In that it 
fixes the law and that plaintiffs are not entitled to a broader judg- 
ment in this case than was granted by the Supreme Court of the 
United States in the action of the L. E. Waterman Company against 
the Modern Pen Company, the exclusive sales agent of the plain- 
tiff.” The Court, “and tends to diminish the relief sought for in 
the complaint, and the court rules that the papers will be received 
for such specific reason only and for no other purpose whatever.” 
The sole purpose therefore of receiving the decree was to reduce the 
broad prayer for relief in the complaint, by asking merely for the 
rcief that had been granted in the Modern Pen case. Upon this 
theory the terms of that decree were no more than a memorandum 
specifying the change in the prayer for relief which plaintiff de- 
sired. Notwithstanding this limitation the court has given the de- 
cree full force and effect as a former adjudication. The decree be- 
ing in evidence and having been so construed by the Court at Special 
Term makes its incumbent on us to consider its effect. 

It is elementary that a judgment in an action is a bar to a re- 
examination into the facts decided as between the parties thereto or 
their privies. 

The decree in the Modern Pen case was not between the same 
parties. Nor were the plaintiffs privies of the Modern Pen Com- 
pany. 

The Modern Pen Company was the sales agent of the plaintiffs. 
The plaintiffs’ right to manufacture or sell fountain pens was not 
derived from the Modern Pen Company, nor was there a mutuality 
of interest, not resting in contract, in the subject matter of the ac- 
tion. Had the plaintiffs in that action been successful and brought 
this action against the plaintiffs herein, this plaintiff would not have 


been estopped by the former judgment from litigating the issues 
which were considered in the former case. 
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That the estoppel must be mutual is conceded by the plaintiff 
and that such a mutuality of estoppel does not arise from the decree 
in the Modern Pen case, is apparently not disputed, for he argues 
that the plaintiff herein having offered the decree in evidence as 
binding upon the plaintiff, it necessarily follows to that extent it is 
binding on the defendant. The fallacy of this argument is patent. 
The estoppel of former adjudication is an estoppel by record and is 
to be determined by the relationship of the parties to the action at 
and prior to the time of the entry of the decree, or to their succes- 
sors in interest thereafter. 

There is no election, in a party not bound by the judgment, to 
assume as a benefit that which he did not assume as a risk. 

The plaintiffs herein could have assumed the defense of the 
Modern Pen action if they had been vouched in, or they could have 
intervened and filed an answer and litigated the issues before the 
court and thus by submitting themselves to the jurisdiction of the 
court and assuming the risk of an adverse judgment been in posi- 
tion to obtain the benefit of a favorable one. The decree in the 
Modern Pen ease is no more res adjudicata of the issues in the in- 
stant case, than were the decrees in the Standard Drug Company 
and the Saadi cases (both of those defendants were selling agents 
of the Modern Pen Company) res adjudicata in the Modern Pen case 
We are therefore at liberty to consider this case upon the merits. 
Having before us the principal and not the selling agent, and all the 
parties being citizens of this State, we should adjudicate these is- 
sues in accordance with principles of equity that have been repeat- 
edly declared and enforced by the courts of this and other states. 

The next claim of the plaintiffs is that they are privies of the 
original A. A. Waterman & Company, composed of Arthur A. 
Waterman and Edward L. Gibson and hence entitled to use the co- 
partnership name permitted by the decree of this court in the case 
of L. E. Waterman v. Arthur A. Waterman and Edward L. Gibson 
hereinbefore mentioned. A mere reading of the facts, as hereinbe- 
fore stated, clearly shows that there could be no privity between 
the plaintiffs and the original firm of A. A. Waterman & Co. 
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There is no consecutive chain of title to the business. Nor is 
there any connection, contractual or otherwise, between the various 
firms that have carried on business under that firm name. In all of 
the copartnerships prior to the last, the only similarity between 
them was that Arthur A. Waterman was a bona fide member of the 
firm, and that it manufactured or sold fountain pens. 

The fountain pens were not however manufactured under the 
same patent. As each firm was dissolved, its assets and good will 
were transferred to a third party; this included the patents under 
which the firm had been manufacturing pens. Then Arthur A. 
Waterman would take out another patent or patents and organize : 
new and distinct concern and proceed until financial disaster com- 
pelled a repetition of the process. The learned trial Justice erred 
therefore in holding that the plaintiffs were privies of the original 
copartnership of A. A. Waterman & Co., and by reason thereof ob- 
tained any right to use the firm name. 

We will now consider the right of the plaintiffs in their busi- 
ness of manufacturing and selling fountain pens, to use the name 
Waterman. It is well settled that “any man has the absolute right 


to use his own name honestly in his business, even though he may 


thereby incidentally interfere with and injure the business of an- 
other having the same name. In such case the inconvenience or 
loss to which those having a common right are subjected is damnum 
absque injuria. But although he may thus use his name he cannot 
resort to any artifice or do any act calculated to mislead the public 
as to the identity of the business, firm or establishment, or of the 
article produced by them, and thus produce injury to the other be- 
yond that which results from the similarity of name.” (Singer Mfg. 
Co. v. June Mfg. Co., 163 U. S. 169, 187; see also Howe Scale Co. 
v. Wyckoff, Seaman, Benedict Co., 198 U. S. 118, 136; Meneely v. 
Meneely, 62 N. Y. 427). It is a fraud upon the person, firm or 
corporation who has established a trade and carries it on under a 
given name that some other person should assume the same name, or 
the same name with a slight alteration, or by advertisement or other 
device conduct the business in such a way as to induce persons to 
deal with him in the belief that they are dealing with the person, 
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firm or corporation which has given a reputation to the name. It 
is dishonesty in the use of the name that is condemned and not the 
use itself. (See Higgins Co. v. Higgins Soap Co., 144 N. Y. 462). 
These were the underlying principles of the decree in the case of 
L. E. Waterman Co. v. Waterman & Gibson. That decree was not 
based alone upon the use of a corporate name by the copartnership 
as the plaintiffs argue, but the use of the name Waterman in as- 
sociation with the word pen. The wrongful use of the corporate 
name merely emphasized the fraudulent intent. The Court further 
recognized the right of Arthur A. Waterman to personally use his 
own name. This erroneous assumption of the plaintiffs herein is 
illuminating, when we consider the agreement made between the 
plaintiffs and Arthur A. Waterman. It was discussed and decided 
that they could not use the name of Waterman in the corporation 
that was to do the business which theretofore had been done by the 
firm of A. A. Waterman & Co.; therefore the selling agents were 
given the name of the Modern Pen Company. For the sole pur- 
pose of securing the right to use the name of Waterman in their 
fountain pen business the alleged copartnership agreement was pre- 
pared to manufacture the pens that theretofore had been manu- 
factured by the Frazer & Geyer Company. 

The agreement purported to form a copartnership between the 
plaintiffs and Arthur A. Waterman, in which each should share 
equally in the profits and losses. One of the provisions thereof 
was that any capital contributed to said firm by any member thereof 
shall be deemed a loan; shall bear 6 per cent. interest, and shall be, 
at the option of the partner advancing the same, repaid before any 
profits shall be distributed. When we consider that the concerns 
that had transacted the business which this partnership was to take 
over, had been forced out of existence because of financial em- 
barrassment, and that the plaintiffs were the only ones who could 
contribute capital to the firm, the impossibility of there being any 
profits to distribute at the end of the first year was thus rendered 
certain. The agreement provided that the term of the copartner- 
ship should be thirty-six years from the date thereof. Another 
clause of the agreement provides for the division of the continent 
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of North America into two districts, and Arthur A. Waterman is 
given the option on or before July Ist, 1906, of taking over the 
Western district. If he shall exercise this option, he shall cease 
to have any interest in the said firm, and if he fails to exercise the 
option he shall also cease to have any interest in the firm. Thus in 
either event the firm was to belong exclusively to the plaintiffs. 
Although the term of the copartnership was to be limited to thirty- 
six years, the right to use the name of A. A. Waterman and the firm 
name of A. A. Waterman & Co. in connection with the manufacture 
and sale of fountain pens was granted to this copartnership ex- 
clusively and in perpetuity. 


The management of the firm’s business was vested exclusively 


in the plaintiffs, while Waterman was allowed to enter “into con- 
tractual relations with the Modern Pen Company.” This high 
sounding phrase in practice meant that he might become a sales- 
man, working on a commission basis for the Modern Pen Company. 
From a mere reading of this agreement it is evident that so far as 
Arthur A. Waterman being a member of the copartnership it was a 
mere sham and a fraudulent device to give verisimilitude to a condi- 
tion that did not and could not under the terms of the contract exist. 
Therefore we are not in this case concerned with the right of a man 
to use his own name in business, but instead, of the power to give 
the right to use his name to a copartnership with which he is to have 
no substantial interest. It will be noted that this is not the case 
of one who has established a business and transfers the business 
and its good will to another. Nothing belonging to the former firm 
of A. A. Waterman & Co. was transferred to the new firm. 

It is well settled that to transfer to others the right to use one’s 
name, when one knows that there already exists another well known 
concern using the name which will be injuriously affected by the 
use of his name, is a fraud if the transferror knew the name was to 
be used. (Burrow v. Marceau, 124 App. Div. 665). 

Had this been the case of a man rightfully using his own name 
in his business, then the decree in the Modern Pen case would have 
afforded the appropriate relief by requiring the pens to be so 
marked that the fact should appear that although these pens were 
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manufactured by a Waterman firm it was “not connected with the 
L. E. Waterman Co.” 

But where the sole purpose of the transfer is to enable the 
transferee to use the name in unfair competition with another, such 
a remedy is inadequate, and places the stamp of judicial approval 
upon a consummated fraud. 

The L. E. Waterman Company, through a long series of years 
and by the expenditure of large sums of money in advertising, has 
made the name Waterman, in connection with the fountain pen 
business, of great value by creating a demand for pens of its make. 
The sole value of the name of Arthur A. Waterman lies in the fact 
that the surname, used in connection with the fountain pen business, 
allows others to divert the trade from the defendant to the user of 
the name. The various concerns that Arthur A. Waterman has 
formed have not been prosperous, nor has he contributed to the 
value of the name. One after another has gone out of business ow- 
ing to financial embarrassment. 

The evidence in this case is overwhelming that a substantial 
trade has been thus diverted from customers, through the use of the 
name Waterman by the plaintiffs, having purchased pens of the lat- 
ter’s make in the belief that they were procuring pens of the de- 
fendant’s manufacture. 

Where one has built up a good will and reputation for his goods 
or business, he is entitled to all the benefits therefrom. Such good 
will is property, and equity will afford relief from its invasion by 
another by unfair use of the name. No one has a right to avail 
himself of another’s favorable reputation in order to sell his own 
goods. A demand created by advertisement belongs to the adver- 
tiser. These are all elementary principles of law which have been 
violated by the plaintiffs in the fraudulent use of the name of A. A. 
Waterman and A. A. Waterman & Co. The further use of that name 
by them should be restrained. 

Very little need be said of the plaintiff's application for an in- 
junction. Any right that they might have for such relief is pred- 
icated on their right to use the name of Waterman. With loss of 
the right to use that name their entire case fails. 
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The findings of the Special Term, inconsistent herewith, are 
reversed and the decree appealed from reversed with costs to the 
appellant, and judgment granted for the defendant with costs. 

Settle findings and order on notice. All concur. 


KivtMer Vv. Dr. KitmMer & Co. 
(162 N. Y. Supp. 617; 175 App. Div. 670) 


New York Supreme Court 


Appellate Division, Third Department, December 28, 1916 


TrapE-NaAMEsS—COoNFUSION OF Mart—INJUNCTION. 

Where the rights of plaintiff and defendant in regard to the de- 
livery of mail are defined by contract and defendant carefully ob- 
serves this contract, an injunction will not be granted because some 
slight confusion has occurred. 

Trape-N AMES—I NFRINGEMENT—INJUNCTION. 

Where defendant company, whose name contained the family 
name of plaintiff, was entitled to manufacture and vend a remedy 
originated by plaintiff, and defendant, after plaintiff left the company, 
put on the market an appliance to be used in connection therewith, an 
injunction will not be issued, because in one place in its advertising of 
the appliance, the defendant inadvertently omitted the words “& Com- 
pany” after the family name. 


Appeal from a judgment for the plaintiff. Reversed and com- 
plaint dismissed. 

For the opinion of the court below, see 5 T. M. Rep. 495. 

Theodore R. Tuthill, of Binghamton (William Nottingham, of 


Syracuse, of counsel) for appellant. 
Rollin W. Meeker, of Binghamton, for respondent. 


Joun M. Kettoae, P. J.: By the judgment under review the 
defendant is restrained from opening certain mail intended for the 


plaintiff, and from using the name of the plaintiff in certain ways in 
its business. Prior to March 10, 1892, the plaintiff and his brother 


Jonas were partners in manufacturing, advertising and putting upon 
the market certain patent or proprietary medicines under the name 
of Dr. Kilmer & Co.; the plaintiff being the doctor in the firm. On 
that day he sold to his brother his interest in the firm business and 
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property, and the defendant has succeeded to the rights of the 
brother therein. The contract of sale, in describing the property 
sold, provides that it shall include: 


“All of the trade-marks and copyrights, labels and wrappers, circulars 
and pamphlets of the now firm of ‘Dr. Kilmer & Co.,’ also the firm name 
‘Dr. Kilmer & Co.’, and the good will of said firm.” 

The contract, however, provided that the plaintiff, as an in- 
dividual, is the owner of “ ‘Dr. Kilmer’s Medicated Inhalation Com- 
pound,’ which consists of one bottle A. B., one bottle B. B., one 
package D. H. M., one Inhaler”; also of “ ‘Infallible Treatment,’ 
which consists of white positive drops, yellow negative drops, dry 
herbal compound, Generative Application” ; also “Cancer and Tumor 
Syrup, Cancer and Tumor Dissolvent, Cancer and Tumor Injec- 
tion’; also ‘““what is called Female Swelled Neck Cure’—all of 
which were advertised in the Invalid’s Guide to Health published 
by the firm, and were to be published by its successor, who should 
continue to prepare, advertise, and put upon the market said articles, 
paying to the plaintiff 25 per cent. of the amount received therefor. 
The plaintiff agreed not to engage in the sale or manufacture of any 
patent or proprietary medicine and not to permit the use of his name 
therein. It was also agreed, in the eighth subdivision, that the In- 
valid’s Guide to Health should be continued by Dr. Kilmer & Co., 
and was to contain a portrait of the plaintiff not smaller than the 
one then used, with the same printing matter under it, except it 
might be in larger type, and a cut of the plaintiff making an ex- 
amination of the throat with the laryngoscope, together with the 
printed matter below the same, in substantially the same manner as 
theretofore, and the paragraph then continued: 

“The balance of the matter that may be contained in the said future 
Guides, except as to the four classes of private and special remedies of 
Dr. S. Andral Kilmer as aforesaid, to be entirely at the discretion of Jonas 
M. Kilmer or his successors, or rather Dr. Kilmer & Co., but not to con- 
tain the name of Dr. S. Andral Kilmer in any place therein, where it does 
not now appear, without the written consent of S. Andral Kilmer, and to 
contain nothing injurious to any sanitarium or mineral water in which the 
said S. Andral Kilmer mey be interested. The said ‘Invalid’s Guide to 
Health’ shall hereafter be sent out with said medicines by said J. M. Kil- 


mer or ‘Dr. Kilmer & Co..’ substantially as it has heretofore been done by 
said firm.” 
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The plaintiff, as the contract shows, proposed to continue his 
private practice, and to carry on one or more sanitariums, and to sell 
mineral water. The contract also provided as to the distribution 
of the mail, but the parties had in mind that some confusion, on ac- 
count of similarity of name, might arise in the future, and fixed 
with great definiteness the rights of the parties to mail thereafter 
received, and provided that, in case the defendant received mail 
which was directed to or belonged to the plaintiff, it should deliver 
or mail it to him within 24 hours if the mail is important as to time, 
and in 36 hours if not important as to time. Particular notice was 
given to the postmaster as to the manner in which mail should be 
delivered. 

March 18, 1901, the parties made a supplemental agreement, 
modifying the former agreement between them. By it the plaintiff 
sold to the defendant the proprietary remedies which had been re- 


served to him by the former contract, and the agreement continues 

(2) Said S. Andral Kilmer hereby absolves and releases said Jonas M. 
Kilmer from all future obligation and liability or duty imposed upon or un- 
dertaken by said Jonas M. Kilmer under and pursuant to the provisions of 
the eighth paragraph of said contract of March 14, 1892, except that no ad- 
vertisement or publication printed or circulated by said Jonas M. Kilmer, or 
said Dr. Kilmer & Co., shall contain anything injurious to any sanitarium or 
mineral water in which S. Andral Kilmer may be interested.” 


The plaintiff, in carrying on the several sanitariums and min- 


eral water business and his private practice, was receiving much mail 


at the Binghamton office, and for the last 7% years the defendant 
has received, assorted, answered, or attended to, 
about 1,000 separate pieces of mail each day. 


on an average, 
Defendant’s mail is 
delivered to it by the post office authorities, and in the mail so de- 
livered 165 letters have been received and opened by it, which it 
promptly turned over to the plaintiff pursuant to the contract, of 
which 36 were in fact addressed to the defendant. So that in 7% 
years, while opening between 2,000,000 and 3,000,000 pieces of mail 


delivered to it by the post office authorities, the defendant has er- 


roneously opened 129 letters. There is an entire absence of any 


suggestion in the evidence that these letters were opened in bad 
faith or for any ulterior purpose, or that the defendant, in handling 
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or assorting the mail delivered to it, has not exercised reasonable 
care to prevent mistakes. The evidence establishes the entire good 
faith of the defendant, and that it has at all times been solicitous 
to live up to the agreement with reference to the mail, and that any 
errors were unintentional mistakes, and apparently were unavoid- 
able in handling by various employees the great mass of mail the 
defendant receives. The mistakes as to this mail first occurred at 
the post office, and the error there made the mistakes by the de- 
fendant possible, if not probable. As we have stated, the contract 
definitely fixes the rights of the parties to all mail received, and the 
lists furnished the postmaster make his duty plain. There never 
has been between the parties any dispute as to the right to any par- 
ticular parcel of mail, and none exists. The plaintiff cannot en- 
gage in the patent medicine business, and his name cannot be em- 
ployed in that business. The defendant is not in the sanitarium 
business, or in the mineral water business, and there is no reason 
why the defendant should seek to read the plaintiff's mail. If an 
injunction had fixed the rights of the parties it could not make the 
plaintiff's right to his mail more secure; and if some of his mail, 
which the postmaster erroneously delivered to the defendant, had 


been by innocent mistake opened by some of its employees, con- 


trary to its direction and intentions, no punishment could follow for 
such a technical violation. So that an injunction can do no possible 
good, and adds nothing to the sanctity of the contract existing be- 
tween the parties. It does, however, change and interfere with the 
contract existing between the parties, and is mischievous and of no 
practical value. It was therefore erroneously granted. It seems 
that the action, so far as it relates to the mail matter, was not 
brought to redress a wrong or to prevent a threatened wrong, but 
was evidently intended for some ulterior purpose. 

The same seems equally true as to the other matters complained 
of. One of the injunctive provisions of the judgment prohibits the 
defendant from using the name of the plaintiff “in any of its ad- 
vertisements, pamphlets, circulars, labels, or other advertising mat- 
ter, in any place wherein the same was not actually used on March 
14, 1892, as provided in the contract of that date.” That pro- 
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vision evidently was inserted to cover the agreement in subdivision 
8 of the contract, by which it is provided that the Guide to Health 
shall contain the plaintiff's name and portrait, but shall not con- 
tain his name “in any place therein where it does not now appear” 


without his consent. This restriction was intended to give the 


remedies in which the plaintiff was interested an advantage over the 
other remedies, as it relates to the Guide to Health, which adver- 


tised all the remedies, and not to other advertisements. The judg- 


ment overlooks the fact that the supplemental agreement did away 
with that provision, and substituted in lieu thereof that no ad- 
vertisement or publication printed or circulated by Dr. Kilmer & 
Co. “shall contain anything injurious to any sanitarium or mineral 
water in which S. Andral Kilmer may be interested.” One pro- 
vision in the judgment enjoins the use of the plaintiff's name, with- 
out regard to prefix or suffix, in connection with its business, in such 
a way or manner as is calculated to lead the public to believe that 
S. Andral Kilmer is the physician connected with or in charge of 
the medical department of the defendant. The agreement between 
the parties contemplates that the plaintiff's name may be used in 
some instances in connection with the business, and there is no sub- 
stantial evidence of any wrongful use of the plaintiff's name, or of 
any violation of the spirit of the agreement in that respect. 

We are now to speak of what is apparently the most serious 
matter in this litigation, if the word “serious’’ can be used in con- 
nection with it. When the plaintiff was in the firm it manufactured, 
advertised, and sold a pile remedy, and the Guide to Health and 
other literature issued by it advocated that the cure be applied by a 
pile pipe, and gave directions for preparing one. After the plain- 
tiff left the firm, Dr. Kilmer & Co. put upon the market a pile pipe 
upon which were the words “Dr. Kilmer & Co.’s Pile Pipe.” But in 
the Invalid’s Guide to Health, and perhaps in another circular giv- 
ing a price list of the various articles sold by the defendant, after 
mentioning some remedies as Dr. Kilmer’s as might properly be 
done, we find the words, “Dr. Kilmer’s Pile Pipe, 25 cents,” and in 
another place, where the price of Dr. Kilmer’s pile remedy is given 
as 25 cents, we find the words “Pile Pipe, 25 cents.” The pile pipe 
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is only sold and known as Dr. Kilmer & Co.’s Pile Pipe. There was 
no intention to deceive the public or to injure the plaintiff by these 
circulars, and no possible harm could come to the plaintiff. These 
circulars, containing a picture of the pile pipe, with the name “Dr. 
Kilmer & Co.’s Pile Pipe’ upon it, are not suggestions that the pile 
pipe is made or sold by the plaintiff. The omission of the words 
“and Company” after the words “Pile Pipe” in the price lists was 
clearly an inadvertence, and was unimportant. To many physicians 
the suggestion that their names were being used with reference to a 
pile pipe in a public print would not be agreeable; they might think 
it reflected upon them, as indicating that they were engaged in such 
a traffic. But the fact that plaintiff invented and put the pile remedy 
upon the market, and advised its application by a pile pipe, and his 
present sanitarium enterprises, lead to the fair inference that he is 
not prejudiced by the matter complained of. 

The record is large, the exhibits very numerous, and we cannot, 
in the limits of this opinion, in detail exhaust the subjects of mail 
and pile pipe advertisements fully; neither can we take up each 
matter referred to in the argument or in the evidence. The whole 
record has been carefully considered, and there does not appear to 
have been any violation of the plaintiff’s rights which calls for in- 
junctive relief. We conclude that the judgment is not supported 
by the evidence, and that under all the circumstances injunctive re- 
lief is not required or proper; it can only be mischievous, and can 
have no proper purpose. 

From the opinion we infer that the court was influenced, per- 
haps controlled, by Dr. David Kennedy Corporation v. Kennedy, 
(165 N. Y. 358, 59 N. E. 133), where there was an actual dispute as 
to who was entitled to receive the mail coming to the post office. 
The Post Office Department at Washington, at the instigation of the 
parties, interfered, and gave directions about the delivery of the 
mail, and the dispute was such, and of such importance, that it was 
necessary for the court to settle the rights of the parties to the mail 
which came to the post office. Here there is no dispute about the 
mail or its ownership. There are a few isolated mistakes, which 
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were promptly corrected in the manner the contract provided that 
such mistakes should be corrected. 


There has been no intentional violation of the plaintiff's rights. 
[he mistakes shown were unintentional, and were of no possible 


injury to the plaintiff, and are too trivial to require injunctive relief. 
The judgment should therefore be reversed upon the law and 
the facts, and the complaint dismissed, with costs. All concur. 


WHEELER SyNDICATE, INc. v. WHEELER, ET AL. 
(163 N. Y. Supp. 817) 


New York Supreme Court 


Special Term, New York County, March 15, 1917 


Unrairk CoMPETITION—ASSIGN MENT. 

Where an individual sells his business and the use of his name to 
a corporation, he may be restrained by injunction from engaging in 
the same business, in the same locality, under his own name, or under 


a corporate name consisting merely of his own name, followed by the 
word “Incorporated.” 


UnrFrair CoMPETITION—COoRPORATE NAMES. 


A new corporation, organizing to do a business similar to that of 
an existing corporation, must avoid the adoption of a name so similar 
to that of the latter, as to cause confusion. 


In equity. On final hearing. Judgment for plaintiff. 


Taylor, Kelley, Becker & Roberts, of New York City (Charles 
E. Kelley and Gilbert W. Roberts, both of New York City, 
of counsel) for plaintiff. 


Brennan, Curran ¢> Bleakley, of Yonkers (John F. Brennan, 


of Yonkers, of counsel) for defendants. 


GiecericH, J.: The action is brought to restrain the de- 
fendants from using the name “Wheeler” in the newspaper syndi- 
cate business. There is no substantial dispute as to the facts. The 
defendant John N. Wheeler, who had for a long time been engaged 
personally in the newspaper syndicate business under his own name, 
turned over to the plaintiff corporation, when it was organized, his 


business, receiving in return stock of that company. The corporate 
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resolution by which Mr. Wheeler’s offer was accepted enumerated, 
among other things received by the company, “the use of his name 
by this company.’ He was present as one of the directors at the 
meeting at which this resolution was adopted, and voted for it and 
signed the corporation minutes as secretary. The agreed amount 
of the stock was issued to him in payment for the rights thus sold to 
the company, which proceeded to do business and prospered. After 
about three years the defendant Wheeler sold his stock in the com- 
pany to one of the organizers of the company and resigned as a di- 
rector and president, and in the conversation held with the pur- 
chaser of his stock that purchaser mentioned the fact that his 
(Wheeler’s) “name belonged to the company,’ to which statement 
Wheeler made no reply. Shortly after Wheeler retired from the 
plaintiff company he formed the defendant corporation, to which he 
gave the name “John N. Wheeler, Incorporated,’ and began the 
same kind of business as the plaintiff had been and is still engaged 
in, which consists in retailing to various newspaper illustrations, fic- 
tion, and miscellaneous literary material furnished to the syndicate 
by various people, by which method the material furnished receives 
wider circulation than it could otherwise have, and can be furnished 
to the individual papers at a lower rate than could be otherwise 
afforded. 

Upon the trial the plaintiff showed that considerable confusion 
had arisen, owing to the similarity of names and the like kind of 
business in which the two corporations were engaged. Customers 
of the plaintiff have addressed the defendants, and money due the 
plaintiff has been sent to the defendants, and complaints about 
service meant for the defendants have been sent to the plaintiff. 
Offers of new business, either by the plaintiff or by the defendants, 
have been mistaken by customers to whom such business has been 
offered. Upon such facts I think the plaintiff is entitled to the 
injunction sought. The case is not to be decided as though the de- 
fendant Wheeler were a stranger to the plaintiff, and was starting 
in the same line of business as the plaintiffs under his own name, or 
even the name “John N. Wheeler, Incorporated.” He is under a 
special contract obligation to the plaintiff. The right to use his 








WHEELER SYNDICATE, INC. V. WHEELER, ET AL. 203 


name, which he sold to the plaintiff for a valuable consideration, 
would be of little value if it were held that he was free to start in 
the same city in a directly competitive business under the circum- 
stances shown in this case. 

The defendants’ brief cites Howe Scales Co. v. Wyckoff, 
Seamans & Benedict, (198 U. S. 139, 25 Sup. Ct. 614, 49 L. Ed. 
972), as an authority, and quotes the following language from the 


opinion: 


“In the absence of contract, fraud, or estoppel, any man may use his 
own name in all legitimate ways, and as the whole or a part of a corporate 
name. 

But in this case there is not an absence of contract, but the de- 
fendant Wheeler for a valuable consideration sold the use of his 
name to the plaintiff. 

So far as concerns the defendant John N. Wheeler, Incorpo- 
rated, that corporation is so closely connected with John N. Wheeler, 
the individual, that the contractual disability which the individual 
has incurred applies also to the corporation which he has formed; 
but, quite apart from this consideration, there comes in with respect 
to the defendant corporation the equitable principle that a new cor- 
poration, organizing to do business similar to the business of an 
existing corporation, must avoid the adoption of a name so similar 


that under all the circumstances it will cause such confusion and 


mistakes as to amount to unfair trade competition. (Higgins v. 
Higgins Soap Co., 144 N. Y. 462, 39 N. E. 490, 27 L. R. A. 42, 
13 Am. St. Rep. 769; Metropolitan Tel. & Tel. Co. v. Met. Tel. & 
Tel. Co., 156 App. Div. 577, 583, 141 N. Y. Supp. 598, [3 T M. 
Rep. 221]; German-Am. Button Co. v. Heymsfeld, Inc., 170 App. 
Div. 416, 156 N. Y. Supp. 223, [6 T. M. Rep. 87]). 

There should be judgment for the plaintiff as prayed for, with 


costs. The requests for findings of the respective parties have been 
passed upon as indicated upon the margins thereof. Submit for my 
signature, upon two days’ notice of presentation, a decision embody- 
ing, without change of language, all findings made by me, with proof 


of service. 
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STEIN, ET AL. v. Morris, ET AL. 
(91 S. E. Rep. 177) 


Virginia Supreme Court of Appeals 
January 11, 1917 


Unrair CoMPETITION—Property RiGuts. 


The originator of a plan or system of banking can not have a 


property right in such idea, independent of any physical means or 
devices for carrying it out. 











On appeal from a decree for the defendant. Affirmed. 


For an earlier case, involving the same system, see 6 T. M. 
Rep. 475. 
















S. M. Brandt, of Norfolk, for appellants. 
Hicks, Morris, Garnett & Tunstall, of Norfolk, and Harlan F. 
Stone, of New York City, for appellee. 


The Stein system, as stated in the opinion is explained by the 
following letter and table: 


“Dear Sir:—As per your request, I send you herewith a rough estimate 
of the profit to be derived from a business such as I have proposed. If 
you should do no business at all, except with the $20,000 alone, this amount 
will bring you a profit positively and surely as I have figured it in rough 
for 52 weeks or one year, of from 17% to 18 per cent.; a net profit of 
$3,748 or $3,750. Now, according to my plan, of which you know, I or 
whoever else should manage this business, would have to sell class A stock, 
and the money from this would be loaned out, and the profit will go on the 
$20,000, which we will call B stock. We will also sell some B stock, besides 
the $20,000, from which these people will not get any profits before the 
annual meeting should they draw out and could not pay for it, or should 
they draw out after the annual meeting when the dividend has already been 
divided. They only get one-half of the money it has made. All the profit 
of this money goes on the $20,000. * * * Even if no other money were 
gotten there is already a profit of 18 per cent., which is better than any 
bank business; and besides this we will have the lapses, which means the 
installment stock and B stock withdrawn before they get anything. * * * 


“Very truly yours, D. Stein.” 
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Explanation of ‘““Morris Plan’ referred to in opinion: 


“The Morris Plan Company of New York is organized to operate what 
is known as the ‘Morris plan,’ having for its object the twofold purpose of 
lending money to persons of moderate means at reasonable rates of interest, 
and of providing a safe and sound investment for small funds. * * * 

“The capital stock of the Morris Plan Company of New York is 
$100,000, and the cash dividend on this stock is limited to 6 per cent. of 
its book value. 

“The company will accept no deposits, but will issue its paid-up and 
installment certificates of investment. 

“The paid-up certificates, designated as class B certificates, are sold 
in multiples of $50, and 5 per cent. interest is allowed thereon, payable 
semiannually. 

“The installment certificates, designated as class C certificates, are 
likewise issued in multiples of $50, and are sold on an installment plan 
calling for the payment of $1 a week for each $50 certificate purchased. 

“After 25 payments have been made on the installment class C cer- 
tificate, the company allows interest on the sum paid at the rate of 4 per 
cent. until the full $50 is paid, at which time the holder of the class C 
installment certificate may convert it into a paid-up class B certificate 
bearing 5 per cent. interest. 

“Holders of these B and C certificates may borrow on them as collateral, 
without indorsers or other security, to an extent equal to the amount paid 
in on each certificate. * * * 

“Loans are made on the basis of the character of the applicant and 
his indorsers, with due consideration for the earning capacity of each. * * * 

“If the applicant is the holder of paid-up B certificates of investment, 
or other acceptable collateral, this is the only security required. Otherwise 
the person desiring to borrow in making application for a loan offers the 
names of two persons as comakers. * * * 

“If the loan is made, but not otherwise, a charge toward the cost of 
investigation is made at the rate of $1 on each $50 loaned; no charge to 
exceed $5. 

“The applicant, together with his comakers, then signs a collateral note 
provided by the company, payable a year after date, in a sum equal to the 
amount of the loan required. Six per cent. interest on this amount is de- 
ducted in advance by the company for the period for which the loan is 
made, usually one year. For every $50 or part thereof loaned, the borrower 
subscribes to one class C installment certificate of investment. When the 
note is executed, this certificate is assigned to the company and becomes a 
security for the note and a protection for the comakers. 

“The borrower pays $1 a week for 50 weeks on each class C certificate 
so subscribed for. At the end of 50 weeks his payments on class C cer- 
tificates will equal the amount of his loan. 

“Two weeks later, when the loan is due, the borrower can cash his 
C certificate and thereby pay his loan, or he may avail himself of options 
offered by the company that will otherwise provide for the payment of his 
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loan and afford him the opportunity of becoming an investor in the interest- 
bearing class B certificates issued by the company.” 

Harrison, P.: This bill in equity was filed by the appellant, 
Davis Stein, asking for an accounting and praying for an injunc- 
tion to restrain the appellees, Arthur J. Morris, the Fidelity Cor- 
poration of America, and the Industrial Finance Corporation, from 
appropriating or using the plan of banking known in this record as 
the “Morris Plan of Industrial Banking,’ of which the complainant 
claims to be the owner. 

It appears from the record that in March, 1910, A. J. Morris, 
one of the appellees, together with several associates, organized in 
the city of Norfolk the Fidelity Savings & Trust Company, Inc., 
which began in May, 1910, to conduct the business of a loan and 
savings company for the accommodation of people of small means 
who could not get accommodation from the ordinary commercial 
banks. This corporation prospered to such an extent that by the 
end of the first year the financial soundness of the principle on 
which it operated was demonstrated, and other similar institutions 
were established in different parts of the country. In the summer 
of 1912 it was found that an extensive development of this system 
of banking would require a larger capital, and the Fidelity Corpora- 
tion of America was thereupon organized with an authorized capital 


of $300,000. To this company Morris and his associates conveyed 
all of their rights in the business theretofore conducted by them of 
organizing such institutions. These industrial banks grew so rapidly 


that in July, 1914, Morris and his associates organized in the city 


of New York the Industrial Finance Corporation with a capital 
stock of $1,500,000, to which the Fidelity Corporation of America 
transferred all of its assets of every character, together with the 
good will of the business which it had theretofore conducted of or- 
ganizing banks on the plan which had then become known as the 
“Morris Plan of Industrial Banks.”” The record shows that at the 
time of the institution of this suit these industrial banks had been 
established in many localities throughout the United States. 

In addition to the capital invested in the Industrial Finance 
Corporation, approximately $7,000,000 has been invested in the 
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capital of the numerous operating banks that have been established 
by that corporation. It is this business that the appellant, five 
years after the movement began, seeks to restrain and call to ac- 
count, upon the ground that he is the originator of the installment 
plan of industrial savings and loan banking, and that the use of his 
idea by the appellees is wrongful and prejudicial to his rights. 

It appears that in April, 1901, appellant and a number of asso- 
ciates organized in Newport News, Va., a corporation known as the 
“Merchants’ & Mechanics’ Savings Association,’ for the purpose 
of prosecuting the business of savings and loans in the city of New- 
port News. The claim alleged is that this institution and a certain 
table and letter filed with the bill constitute a unique plan of lending 
to poor people money, returnable in weekly installments and rein- 
vesting these weekly installments, which is owned exclusively by 
the appellant, and that the same idea has been adopted by the ap- 
pellees in their plan of establishing industrial banks. 

It is, we think, clear from the evidence that the respective 
plans of banking under consideration are not substantially similar, 
but are fundamentally different. The two plans are clearly dif- 
ferentiated by experts showing that one is operated upon a mutual 
basis, the members or borrowers subscribing to the capital stock and 
participating in the profits and losses; while the other is operated 
upon a fixed capital, the stockholders being the managers and pro- 
prietors of the banking institution, and the borrowers and savers 
not participating in the profits and losses. The appellant contends 
that the letter and table filed with his bill show that his plan is 
substantially the same as the “Morris plan.” This contention can- 
not be sustained. The wording of the letter plainly conveys the 
idea that the plan was mutual in its character. This interpretation 
of the letter is sustained by the by-laws of the ‘“Merchants’ & 
Mechanics’ Savings Association,” which admittedly embody appel- 
lants’ whole scheme and plan of banking. The table merely shows 
a simple calculation of profits to be derived from a given sum in 
accordance with the “Stein plan,” the theory being that the peri- 


odical payments and interest would be immediately reloaned on 
similar terms. 
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The evidence of those who united with the appellant Stein in 
organizing the Merchants’ & Mechanics’ Savings Association of New- 
port News, which he claims to be the sole and complete embodiment 
of his system, is overwhelmingly to the effect that the scheme was 
not original, but was an old one which had been in operation in 
Europe for many years, and that Stein acquired his knowledge of 
the system in Europe from whence he emigrated to America in 
1892. The witness Rosenbaum, who was an active officer of the 
Newport News corporation, says he never heard of any scheme of 
proprietorship from the organization of the company in 1901 until 
about 1914. This testimony of Stein’s own witness, who was in a 
position to know, would alone seem to be sufficient to show that the 
present claim of invention and property was conceived after Stein 


had seen the unusual growth and prosperity of the “Morris plan.” 

If, however, appellant had originated the scheme or idea of 
banking of which he claims to be the owner, he could not have a 
property right in such a method or idea for conducting business 


without any physical means or devices for carrying it out. In other 
words, he could not put such an idea into operation without it at 
once escaping his own grasp and becoming the property of mankind. 
(Bristol v. E. L. A. Society, 52 Hun, 161, 5 N. Y. Supp. 131; 
Burnell v. Chown, [C. C.] 69 Fed. 993; Bristol v. E. L. A. Society, 
132 N. Y. 264, 30 N. E. 506, 28 Am. St. Rep. 568; Hamilton Mfg. 
Co. v. Tubbs, [D. C.] 216 Fed. 401). 

In Bristol v. E. L. A. Society, (52 Hun, 161, 5 N. Y. Supp. 
131), supra, it is said: 

“It is difficult to conceive how a claim to a mere idea or scheme, uncon- 
nected with particular physical devices for carrying out that idea, can be 
made the subject-matter of property. So long as the originator of the 
naked idea, whether, germinating under the laws of metaphysics, it be re- 
garded as Platonic or Cartesian in its make-up, keeps it to himself, it is 
his exclusive property, but it ceases to be his own when he permits it to 
pass from him.” 

As further said in the case cited, such ideas in their relation 
to property belong to the claimant as long as he keeps them. But 
if he permits them to go he cannot follow them. 

In Hamilton Mfg. Co. v. Tubbs, supra, it is said: 
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“Where an idea, or trade secret or system, cannot be sold or negotiated 
or used without a disclosure, it would seem proper that some contract 
should guard or regulate the disclosure, otherwise it must follow the law 
of ideas and become the acquisition of whoever receives it.” 


In the case of Haskins v. Ryan, (71 N. J. Eq. 575, 64 Atl. 
436), a leading authority on the subject, the court, in a luminous 
discussion of this subject, says: 

“The means of carrying out the plan, of giving effect to the idea lay, 
therefore, beyond his control. It was an idea depending for its realization 
upon the concurring minds of many individuals, each of them unbound by 
contract and free to act as he chose. Such a project or idea can scarcely 
be called property. It lacks that dominion—that capability of being ap- 
plied by its originator to his own use—which is the essential characteristic 
of property. It differs fundamentally from the secret process or patented 
invention which is capable of material embodiment at the will of the in- 
ventor alone. It is worthless unless others agree to give it life. It was, 
as far as complainant was concerned, an idea pure and simple. Now, it 
has never, in the absence of contract or statute, been held, so far as I am 
aware, that mere ideas are capable of legal ownership and _ protection. 
Says Lord Brougham, in delivering his judgment in Jeffreys v. Boosey, (4 
H. L. Cas. 965): ‘Volat irrevocabile verbum, whether borne on the wings 
of the wind or the press, the supposed owner, instantly loses all control 
over it. * * * He has produced the thought and given it utterance, and eo 
instanti it escapes his grasp.” 

The contention of complainant that he imparted his plan or 
scheme of banking to Morris, as his attorney, in confidence and 
with a restriction against his using the same, and that Morris 
violated such professional confidence when he established the 
“Morris plan,” is not tenable. It appears that several years after 
Stein had united with others in organizing the Merchants’ & 
Mechanics’ Savings Association of Newport News, through which 
organization he made known to the public his co-called scheme and 
method of doing business, he approached Morris with the request 
that he would unite with him in organizing a similar savings asso- 
ciation in the city of Norfolk. Morris did unite with Stein in an 
effort to organize such a company, but the effort resulted in failure, 
and thereupon Morris’ connection with the matter and with Stein 
ended. The preponderance of the evidence shows that no scheme 


was committed to Morris in confidence; on the contrary, the very 


thing he was asked to do necessarily involved his discussing Stein’s 
plan and making it known to the public. This Stein did himself 
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and in no other way could a company have been established in 
Norfolk or elsewhere. 


No communication to a lawyer for the express purpose of having 


it brought to the attention of the public, or communicated to another, 
is privileged. (Weeks on Attorneys at Law (2d Ed.) 151; Bart- 
lett v. Bunn, 56 Hun, 507, 10 N. Y. Supp. 210; Commonwealth v. 
Bacon, 135 Mass. 521). It is true that an attorney should be held 
to the highest good faith in dealing with a client, but it is obvious, 
in the present case, that the charges of disloyalty on the part of 
Morris, if he ever was attorney for Stein, are wholly without merit. 

The appellees have urged upon us other grounds of defense to 
the claim asserted by the appellants, but in the view we have al- 
ready taken of the case it is not necessary to refer to them. 

In conclusion, we are of opinion that the claims of the appellant 
are without foundation in law or in fact, upon any view of the case. 
The decree complained of, denying the relief prayed for, is there- 
fore plainly right, and must be affirmed. 

Affirmed. 


CarDWELL, P., absent. 


GROCETERIA Stores Co. v. TisBetTtT 
(162 Pac. Rep. 54) 


Washington Supreme Court 


December 29, 1916 


. Unratr CoMPETITION—SECONDARY MEANING. 

Although a word may not be a valid trade-mark, it may be pro- 
tected against infringement when, by reason of original and long 
continued use, it acquires a secondary meaning, to indicate a par- 
ticular product or business. 

2, Trape-Marks—Wuo May Have. 

A dealer may restrain others from using a word which he origin- 
ally adopted to distinguish the goods sold, but not manufactured by 
him. 

3. Trape-Marks—Descriptive Worps. 

Where neither a word, nor any syllable or successive syllables 
thereof, constitute a word in the English language, such word is 
fictitious and fanciful, and if new is subject to appropriation as a 
valid trade-mark. The word “Groceteria” is not descriptive. 
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4. TrapeE-Marks—INFRINGEMENT. 


Where one trade-mark so far resembles the other as to deceive 
persons of ordinary caution, such mark is an infringement. 
5. Trape-Marks—TerritoriAL Limitation. 
Although plaintiff does not maintain a store in Tacoma, the fact 
that it is doing business with the people of that city makes Tacoma 
a portion of the market in which it is using its trade-mark and is 
entitled to be protected in the use thereof. 


On appeal from a decree of dismissal. Reversed. 


Edward Judd and H. R. Harriman, both of Seattle, for ap- 
pellant. 


E. D. Hodge, of Tacoma, for respondent. 


Hotcoms, J.: This action was brought by appellant, a cor- 
poration, for the purpose of restraining respondent from in any 
manner using the trade-mark or trade-name “Groceteria.”” The 
complaint alleges that appellant has opened up several grocery 
stores in the city of Seattle, which are designated as ““Groceteria 
No. 1,” “Groceteria No. 2,” and “Groceteria No. 3’; that it has 
been selecting and procuring leasehold interests in the city of 
Tacoma preparatory to going into business in that city, and that it 
has been doing business from its Seattle office with people in the 
city of Tacoma; that appellant’s stores are operated in such a man- 
ner that no deliveries are made to purchasers and no clerks em- 
ployed, each purchaser making his selection and paying for the 
same on his exit, thus greatly reducing the operating expenses of 
the store and allowing appellant to sell groceries at a greatly re- 
duced price, and that the trade-mark of appellant is marked upon 
the container in which the goods are sold; that appellant is the first 
person in the state of Washington to use the method of operating a 
grocery store as described above, and has used large sums of money 
to advertise the same; that it is the first person in the state of 
Washington to use the word “groceteria” as a trade-mark or trade- 
name, and that on November 10, 1915, the secretary of state granted 
a certificate of registration of such trade-mark to appellant; that 
respondent M. C. Tibbett is engaged in conducting a grocery busi- 
ness in the city of Tacoma, and has placed on the windows of his 
store, large signs containing the word “Pacific Groceteria,” giving 
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particular prominence to the word “groceteria’’; that respondent is 
using the trade-mark and trade-name of appellant in order to con- 
vey to the public the idea that he is merchandising and trading in 
the goods of the plaintiff, and is attaching the name and word 
“groceteria” to the goods sold in respondent’s store. A demurrer 
to this complaint was sustained. As appellant elected to stand upon 
the complaint, a judgment of dismissal was entered, from which 
this appeal is taken. 

In an attempt to justify the ruling of the trial court, and also 
to distinguish the instant case from Martell v. St. Francis Hotel Co., 
(51 Wash. 375, 98 Pac. 1116, 16 Ann. Cas. 593), respondent first 
claims that appellant had nothing to trade-mark. This claim is 
advanced by respondent on the theory that the word “trade-mark”’ 
is so restricted in its meaning that its only office is to point out dis- 
tinctively the origin and ownership of a certain product or products 
to which it is affixed; in other words, to give notice who the producer 
was; and that under this definition no trade-mark could be acquired 
by a person who did not produce or manufacture the goods, but only 
displayed and sold the same, which is all, it is argued, appellant did 
in this case. Granting for the sake of argument that appellant 
would not be entitled at common law to trade-mark this word, it 
would nevertheless be entitled, under the facts here pleaded, to 


some relief; for even when for any reason a word is not capable of 


being trade-marked, still when by reason of its original and long 


use by the person attempting to acquire it for a trade-mark or a 


trade-name it has acquired a secondary significance in reference to 
this use as a trade-name by such person, its use in this connection 
will be protected by restraining any use of the word or any in- 
fringement which would tend to deceive the public or those to whom 
the use of the word in its special meaning has become attached. 
(Elgin National Watch Co. v. Illinois Watch Case Co., 179 U. S. 
665, 21 Sup. Ct. 270, 45 L. Ed. 365; Lawrence Mfg. Co. v. Tennes- 
see Mfg. Co., 1388 U.S. 537, 11 Sup. Ct. 396, 34 L. Ed. 997). 

But by the terms of Rem. & Bal. Code, § 9492, not only in a 
case of this character is appellant protected in the use of the word 
attempted to be trade-marked by the restraint of others from using 
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the word in a manner which tends to deceive the public, but also 
it is the proper subject of a trade-mark. This statute reads as 
follows: 


“Whenever any person, or any association or union of working men 
has heretofore adopted or used, or shall hereafter adopt or use, 
and has filed as hereinafter provided any label, trade-mark, term, 
design, device or form of advertising for the purpose of desig- 
nating, making known, or distinguishing any goods, wares, mer- 
chandise, or other product of labor, as having been made, manufactured, 
produced, prepared, packed or put on sale by such person or association 
or union of working men or by a member or members of such association 
or union, it shall be unlawful to counterfeit or imitate such label, trade- 
mark, term, design, device or form of advertisement, or to use, sell, offer 
for sale, or in any way utter or circulate any counterfeit or imitation of 
any such label, trade-mark, term, design, device or form of advertisement.” 

There can be no doubt that by the express terms of the statute 
a person is entitled to a trade-mark and the protection afforded 
thereby, not only when he is the originator and manufacturer of the 
goods bearing the trade-mark, but also as a label when the goods 
are only packed and “put on sale’’ by such person, which was exactly 
what was done by appellant in this case, as all the goods sold by 
appellant were put in wrappers marked with the label “Groceteria”’ 
to distinguish the goods so sold by appellant. 

Respondent’s second assertion is based on the ground that the 
word “groceteria” is descriptive of the grocery business, and there- 
fore is not such a word as could become the subject of a trade-mark. 
It would seem that the statute above quoted would be controlling 
here, and answer this argument contrary to respondent’s contention ; 
but, in any event, we think this argument without merit, since 
neither the word “groceteria,” nor any syllable, nor any successive 
syllables thereof, constitutes any word in the English language, 
and it is admitted that appellant was the first to use this word. It 
is therefore a fictitious or fanciful and original name, and appro- 
priate for a trade-mark label so far as this contention is concerned, 
and respondent has pirated that word. (Paul on Trade-Marks, 
§ 49; Sebastian on Trade-Marks, pages 55-64). 

Respondent’s argument that ‘Pacific Groceteria” is not an 
infringement of appellant’s alleged trade-mark “Groceteria No. 1,” 
etc., because these terms are not identical, is completely answered in 
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Rosenburg v. Fremont Undertaking Co., (63 Wash. 52, 55, 114 Pac. 
886, 887 [1 T. M. Rep. 250]), wherein this court said: 


“Nor need one trade-name, in order to be an infringement upon an- 
other, be exactly like it in form and sound. It is enough if the one so 
far resembles the other as to deceive persons of ordinary caution into the 
belief that they are dealing with the one concern when they use the name 
of the other.” 

Relying on the rule announced in Eastern Outfitting Co. v. 
Manheim, (59 Wash. 428, 110 Pac. 23, 35 L. R. A. [N. S.] 251), 
respondent asserts that, as appellant has established no place of 
business in the city of Tacoma and has done no business there, it is 
not entitled to the exclusive use of the word “groceteria” in that 
community. It is true in Eastern Outfitting Co. v. Manheim, we 
held that the fact to be ascertained was, What is the market of the 
complaining party? and his protection in the use of his trade-name 
is coextensive with his market. The court then found that the 
plaintiff's place of business was in Seattle, and it was doing no 
business whatever in Spokane, and was therefore not entitled to 
the use of the trade-name in Spokane as against defendant who had, 
at a large expense, established a business in Spokane. The rule 
as laid down in the Eastern Outfitting Company Case, supra, in any 
event is not applicable here, as it is alleged in the complaint and 
admitted by the demurrer that appellant is doing business with 
the people of Tacoma, which makes Tacoma a part of its market. 

It is not here intended to enjoin and prohibit the method of 
doing business pursued by respondent, but only the piratical use of 
the trade-name or trade-mark and label “groceteria” within the 
state. 

The judgment is reversed, and the cause remanded for further 
proceedings not inconsistent herewith. 


Morais, C. J., and Mount, Parker, and Futterton, JJ., 
concur. 
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Nairn LinoLteumM Company v. RincwaLtt LinoLEum Works 
District of Columbia Court of Appeals 
February 5, 1917 


1, Trape-Marks—OpposiTioN—RiGut To Oppose. 

The registration of a descriptive name or a name in common use 
may be opposed by one who shows use of the name in its ordinary 
sense. 

2. Trape-Marks—DIscLaiMer. 

The applicant should not be allowed to file a mere disclaimer of 
certain unregistrable features of a mark, but should be required to 
remove them from the drawing. 


For the decision of the commissioner of patents, from which 
this appeal was taken, see 6 T. M. Rep. 447. 


Frank F. Reed and Edward 8. Rogers, of Chicago, and Francis 
M. Phelps, of Washington, D. C., for appellant. 

Hans Von Briesen, Fritz Von Briesen and Clowry Chapman, 
of New York, for appellee. 


Before Justices Ross, VAN OrspeL and Gou.p. 


Ross, J.: This is an appeal from a decision of the Patent 
Office dismissing appellant’s (the opposer’s) opposition to the regis- 
tration by the appellee (the applicant) of the following mark: 


RINGWALTS 
LINOLEUM 


In its application, as originally filed, appellant alleged use of 
the mark since the year 1912, in connection with the manufacture 
and sale of linoleum and oilcloth. Thereupon the examiner ruled 
that linoleum, being the name of and hence descriptive of a well- 
known product, was not susceptible of registration. However, it 
was suggested that the word “should be removed from the draw- 


ing or disclaimed.” Applicant thereupon amended its petition by 
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disclaiming the words “Ringwalt’s” and “Linoleum,” “apart from 
the mark shown in the drawing.” 

Thereafter, the opposer filed its notice of opposition, alleging 
the following: A, that it had been engaged in the manufacture and 
sale of linoleum for a number of years and had built up a large 
business; B, that the word had been recognized for upwards of forty 
years as descriptive, and that opposer’s product always had been 
advertised and described as linoleum; C, that applicant’s product 
is not in fact linoleum but deceptively made to resemble it; D, and 
finally, that “by reason of the foregoing opposer believes that it 
will be damaged” by the proposed registration. ‘To this opposition 
the applicant filed a motion to dismiss. 

The examiner of interferences attempted to distinguish this 
case from several cases decided in this court, on the ground that 
this applicant “is not seeking to register the word ‘Linoleum’ but 
has expressly alleged that it makes no claim to that word ‘apart 
from the mark shown in the drawing’ which accompanies its ap- 
plication, and which includes the word ‘Ringwalt’s’ and a fanciful 
geometrical figure.” The examiner was of opinion that the registra- 
tion of this mark “would not result in any personal injury to the 
opposer if the disclaimer of the word ‘Linoleum’ is to be regarded 
as effective.” The examiner then considered the question of alleged 
fraudulent use of the word by the applicant and made a recom- 
mendation to the Commissioner that the applicant be required to 
furnish a verified showing as to the character of the goods upon 
which it used the mark, but nevertheless dismissed the opposition. 
The Assistant Commissioner ruled that the opposer had not alleged 
a trade-mark use, and on the question of alleged fraudulent 
use of the mark by the applicant ruled that the word “Linoleum” 
had been too narrowly interpreted; in other words, that it properly 
applied to applicant’s product. The examiner’s decision, therefore, 
was affirmed. 

An application thereafter was made to amend the notice of 
opposition, but this was denied [6 T. M. Rep. 447]. 

The Trade-Mark Act of Feb. 20, 1905 (33 Stat. 724), prohibits 


the registration of a mark consisting merely in the name of an in- 








218 SEVEN TRADE-MARK REPORTER 


dividual, firm or corporation not written, printed, impressed or 
woven in some particular or distinctive manner or in association with 
the portrait of an individual, ‘or merely in words or devices which 
are descriptive of the goods with which they are used, or of the 
character or quality of such goods.’”’ The intent of Congress is 
plain, and it is our duty to give it force and effect. In Natural 
Food Co. v. Williams, (830 App. D. C. 348), we sustained an op- 
position to the registration of the words “Shredded Whole Wheat’”’ 
as a trade-mark for biscuits or crackers, although it was not claimed 
or shown that the opposer used the words as a trade-mark. We 
said: ‘“That he (the opposer) did not use the words as a trade-mark, 
but merely in a descriptive sense, is of no moment. He, in com- 
mon with all other manufacturers of shredded whole wheat, had the 
same right properly to designate their product as did the Natural 
Food Co.,” the applicant. In Johnson v. Brandeau, (32 App. 
D. C. 348), where an attempt had been made to incorporate as a 
feature of the trade-mark the word “Asbestos,” the opposition was 
sustained, although the opposer had used the words merely as a 
trade-name. The court, speaking, through the Chief Justice, said: 
“If registration be allowed, it becomes prima facie evidence of the 
applicant’s ownership of it as a valid trade-mark * * * in any action 
which he may institute against the opposer or others who may use 
the word as a general trade-name for similar articles. * * * Having 
used the word as such a trade-name, although not entitled to owner- 
ship of it as a trade-mark, we think it is permissible for the opposer 
to make opposition to the registration by the applicant.’ The 
court further said: “When an applicant describes and illustrates 
his trade-mark, and applies for its registration as so described, the 
Commissioner must likewise consider it in its entirety. We are of 
opinion that, in this case, he should have denied registration as 


claimed, giving the applicant at the same time an opportunity to 
amend by disclaiming and omitting the word objected to.” This 
rule was reaffirmed in Electro Steel Co. v. Lindenberg Steel Co., 
(43 App. D. C. 270, [5 T. M. Rep. 295]). Again in Fishbeck 
Soap Co. v. Kleeno Mfg. Co., (44 App. D. C. 6, [5 T. M. Rep. 327]), 
where as here an attempt had been made to register prohibited 
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matter by filing a so-called disclaimer in the Patent Office, we said: 
“The fact that the appellee has filed a disclaimer is of no conse- 
quence * * * The disclaimer would slumber in the archives of the 
Patent Office while the mark would be used as registered. That 
is to say, the disclaimer would make no difference to the public. 
Such a subterfuge ought not to be permitted.” 

The facts alleged by the opposer clearly bring this case within 
the rule laid down in the first three cases above cited, for opposer 
alleges that for a number of years it has been extensively engaged 
in the manufacture and sale of linoleum, which it always has ad- 
vertised and described as such; in other words, that it has used this 
mark as a trade-name, as it has a right to do. This is a sufficient 
averment of interest, since under the statute no one may abridge 
that right. The tribunals of the Patent Office evidently failed to 
distinguish between the attempted registration of a technical trade- 
mark and a descriptive name. In the former, the opposer must 
show actual trade-mark use; in the latter, a showing of use as a 
trade-name is sufficient. 

Irrespective, therefore, of the question of alleged fraudulent 
use of the mark by the applicant, we are clearly of opinion that the 
opposition should have been sustained. The statute prohibits the 
registration of descriptive words, and yet the effect of the action of 
the Patent Office would be to give the applicant all the benefits of 
a registration, for the mark which would go out to the public would 
contain the prohibited words and, as stated in Fishbeck Soap Co. v. 
Kleeno Mfg. Co., (44 App. D. C. 6, [5 T. M. Rep. 327]), the dis- 
claimer would slumber in the archives of the Patent Office. Indeed, 
but for the prohibited words there really would be no mark at all, 
since there would remain the entirely meaningless black figure. It 
is perfectly apparent that this meaningless black figure was em- 
ployed as a vehicle by which there could be incorporated in the mark 
prohibited descriptive matter. Having in mind, therefore, the in- 
tent and purpose of the Trade-Mark Act, we repeat what we said 
in Johnson v. Brandeau, (32 App. D. C. 348), that the applicant 
should have been required to omit the objectionable matter from 
its mark. 
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The decision is reversed. 


[Nore :—Oppositions filed at the same time by Farr & Bailey Mfg. Co., 
Thomas Potter Sons & Co., Cook’s Linoleum Co., Armstrong Cork Co., 
American Linoleum Mfg. Co. and George W. Blabon Co., to the same ap- 
plication, involving substantially the same facts and appealed at the same 
time, were reversed upon the foregoing decision. The current practice 
in the patent office construes this decision to mean that an applicant who 
has incorporated in his proposed trade-mark unregistrable matter, must 
be required both to disclaim it and to remove it from the drawing. This 
conclusion the office arrives at by quoting the language of the court in the 
case of Johnson v. Brandeau, as quoted in the above opinion: “We are of 
opinion that in this case he should have denied registration as claimed, 
giving the applicant at the same time an opportunity to amend by disclaim- 
ing and omitting the word objected to.” It is clear, however, that the 
court’s understanding of this language is to be gathered from the last 
sentence of the foregoing opinion, in which that case is again referred to 
as authority for the requirement “that the applicant should have been re- 
quired to omit the objectionable matter from its mark.” The absurdity 
of requiring a disclaimer of what is also omitted is evident, and receives no 
support from the foregoing decision]. 
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